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COMfl"TIItOU...£" GENEAAL. 0 .... THE UNITED S TATES 

WASHtfOIGTON. D.C . I:OIo4a 

To the President of the Senate and the 
Speaker of the House of Representat ives 

The acco%npanying report presents a cornpilat io t. of General Ac­
counting OHice findings and recommendations for improvi ng G':lVern­
D\ent operations and relate" for the most part to fiscal year 1969. 

The ccnnpilatior. is organized 8" t hat t he find ings ar.d recommen­
dations are identified with and grouped gen., rally on the basis of func­
tional areas of the Government ls operations , regardless of the agencies 
involved. Because findings developed in one agency frequently ht.ve ap­
plication in others. this arrangement facilitate s co.'"lsideratior of all 
findings in each functional area in all agendee , 

'Because ~f the grea.t interest in economic oppc=~unit : prograO"l,n, 
all of our f ind ings on the,,· programs are grouped under " LcOnO=1C Op­
portunity Programa. " beginning on page 3 . Findi!\ti' of 03. functional 
nature in these programs are also referred to in the report sections 
concerning each function. 

The purpose of this report i s to provide a ~onvenient summary 
showing, by functional areas, the opportunitie~ fo" improved operation~ 
which have been identifi~ by our OUice in carrying out its audit respon­
sibilities, These responsibilities are derived h"m the Budget and Ac­
counting Act, 1921, and ot:'er l:-ws which requi~e us to iT.depende ntly 
exantine, for the Congr-eEs. the rnar..r:t!r in which the Gover'n..."l'1.ent agencies 
are diacl-.arging their financib responsibilities. 

T~e rep<>rt summarize. the corrective actiona taken by the agen­
ciea on our recommencatiohs. Certain of these actions involve changes 
made in poJ.icies and :>roc~ures through the iaauance of I'evised direc­
tives .....nd instructions. The efI~ctivene ... of the,e action& ia depeJ'lAent 
on the m&nner in which the directives and instructions are implelnented 
and on the adequacy of the ."'pervision and internal reviews of the o1'",r­
·~tion.. For this reaso"" to th, pxtent dee, ned appropriate, it is our 
policy to review ana ev.uuate the effectivene.s of corrective actions 
taken by tho. ,,!,:.enciea. 
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The financial bent:fita attr;b,·table to our work cannot al~y~ be 

'JullY measured •• Howev~r. our rec.:>rds show that Baving8 identified 
during fi.c:1l year 1969, which were attributable to the work of the 
General Acr.ounting Office. a=ount¢ to $187.6 million. Of this 

• a.t:1t1unt. $20.4 million con .. isted of collections and $167.2 million rep­
resented other mea.urable \lavings. Approximately $65 million of the 
laier '.n1ount is recurring in natute and will continue in future .,ear •• 
~ swru:nary of th~ .. e saving. appears beginning on ~age 178 of thi .. 

• report. 
a· • 

• 

Additional fir.~cial ... ving. which are not fully 0::' readily mea-
7 

IIurable are listed beghning on pafe 187 • 

• • 
For the c~nv~enc~e of the cotdmittee. of the Congre •• and of 

o~er., the back of the report cor.ta,in. indexes of (a ) agencies to which 
the finlling' an.! rec,,~dation. "elate and (bl the applicable Fede=al 
budgeltfuncUonal cit; .• i!icatio!. ..... The table of co'\t .... te al . " .. hows the 
Federal budget funr.tional clas .ification for each i~em reported. 

. ... . .. 
, ~opie. of thb r~port are bei ng e"nt to the Director, Bureau of 

the Budget, and to officials of t1.e. Government agencies for their infor­
mabon and con.ideration in connection with their operations . 
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FI::DERAl PROGRAMS 

DISASIUTY COMPENSATION BENEf11:: 

1. REDUCTION IN DISABILITY 
COMI'ENSATION PAYMENTS-In Au~st 

1968 we reported to the Secretary of Labor 
on the Department of I.abor's implement.· 
lion of the statutory provision permit ting a 
reduction in disability compensation pay­
menlo for claimants who have attained 70 
years of age and have a probable decreased 
wage-earninG capacity due to old age. Such 
reductions are authorized by the Federal 
Employees' CompelLation Act of 1916, as 
amended, which is aci.ninistered by the Bu-' 
reau of Employet!S' Compensation. 

Our examination at four of the Dureau's 
10 di.ttiet offices showed that the Bureau was 
compensating 746 claimants who were 70 
yeatS of age or older but that the cases of 
. IV 47 claimants had been reviewed pursuant 

the governing statute and that compensa­
·...on for eight of the 47 claimants had been 
adjusted downward because of a determina­
tion that their wagt'-Caming capacity had 
probably decreased. We fOlond that the four 
disttict offices we visited had developed vari­
ous policies and procedures of their own for 
implementing the a,,0·70 provision, which 
RSultod in inconsistent tre_llmont to claim­
ants. Wo found rJso that claims examiners 
.....re not making suf!id ent n:views of age-70 
c:a5eS. 

During our review in 1966, we proposed 
to the Director, Bureau of !::mployees' Com­
pensation, that he iMue revised instructions 
and appropriate policy guid:lines for the 
implementation of the age-70 provision of the 
:let. We sugg·!Sted that th~ cases of all claim­
ants who had attained age 70 be reviewed to 
provid~ them with consistent treatment under 
the act. The Bureau issued revi,<ed instnocti:>ns 
to its cUstrict offices in De~-ember 1966 to 
ensure a review of age-70 cases at a specified 
time in order thaI the aureau might eX~lcise 

>.~ 0
0

. , 

• 

1 

Ihe cI~retion gran ted by the age-70 provisiC'n 
oflhe act . 

In our draft report. we suggested ~Iso 
that tho Department strengthen its manage­
ment controls over the operations of the " 
Bureau by establishing a formal progr~m of 
internal audit designed to bring to the atlen- ;, 
tion of management officals matter< such :lS 

those ncted during our review. 
.. ' 

The Department agreed that a program 
or internal audit W:lS an at",lute necessity 
and :,dvised us that orgonizati.)n.1 and fune:­
ing changes had been made in the.sureau thaI -.' 
would permit the staffing of .h Office of . 
Program Analysis and Evaluation that reports 
to the Director. (B-157593. August 29. 1968) 

ECONOMIC DEVELOPMEN T ASSISTA"'CE 

2. PROVISION FOR REPAY­
MENT OF FEDERAL FUNDS-In 3 report to 
the Assistn. t Secretary for Economic Devel­
opnlent . Department of Commerce. we com. 
r.lented on several technical assistance proj· 
ects for which recipients had nol been 
teql'ired to enter into repayment .greements. 
.lthoug.'t the projects appeared to be simihr 
in scope to other approve.: projects folr wh,:h 
the Economic Development · Administr:ltion 
(EDA) had entered into repaymeI,t agree­
menls with project rocipi<nls. EDA policy 
provides that repaymenl of technical assist­
ance funds l' to be on;idered w'len projects 
will benefit a private indivY.lual or business. 

We fOI' nd that amollg the reasons con­
~cred for not obtainin~ repayment agree­
ments were the unwillingness ufthe recipients 
to repay the cost of the technical ass;sta.pce 
provided and th~ financial inability of the 
recipien • .s. to make repayment at tne time of 
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application, We believe that unwilli~;mess to 
repay is not a valid re:lSOn for excluding 
repayment .greements. Also. since repayment 
is to be made only from the future net p.olits 
of the Grm receiving the :ossistance. we be!ieve 
that a determination by EDA not to ~nter 
into a repyment agree,""nt is nor. justinable 
merely because of a 13d of'funds at the time • of application. .. 

'" ,,' 

• 

• 

.', 

• Subsequettt to Ihe beginning of our re­
view. new repayment guidelines were :tgte.1l 
to by EDA's Office of Technical Assistance 

. , (OTA) and EDA's OrTI« of lJ..usiness Develop­
ment (ODD). which ~uired EDA to enter 
into repayment agreem.'nts with all ..... ~pi.nts 

# • 
of Management.and 0","3tion$ (M&O) tech-
nical assistan«. ex«pt for unusual situations 

·10 be speciaUy handl~ hi 3IT'Jngements be­
tween ODD and OTA. W( ... ere info=ed that 

~ ,these guidelines were e"tJcted to strengt!len 
the implementation of lh. '~.l' ... ~ re!-,y­
ment polky and- cnsurt" its uniform al'Pli-
'cation. • ' ' • 

~ . • • • • ..... e believe tt..t the ~visiOSls of the new 
c'*'elines. if applied on '" consistent.nd con­
tinuing b.sis. win en\\1J'e that.1!'payrn~ ;,t of 

• ¥&to. technical assist.n,~ wiU II! required on 
, • J .. iform basis. W. nflted. however. that the 

new guidelines provided ... nly fo," repayment 
of the Federal costs of M&'O techniCal assist­
ance WOr-cts a:ld not for other technical 
~ce oro.;lcts, We noted further that the 

• . ~o'sio/lS 'of =.lie . guidelines ha.:f no( been C$-

• tabl!s\ed as .g&cy proccl\ottS. We therefore 
recommended that the provision! oj the new 
lUidelines be incorponted into the agency's 

• formal written p~urtS and that the proce­
dures al!") include provisions for repayment of 

.. lhe Federal costs fN all applicabl. technical 
asmtance projects. 

In December 196,'> .on Economie Devel­
opment Order was issued in accordance with 
our recommendation. (Report to Assistant 
~tary for ECOIIomic Development. De­

. partment of Commerce, June 10. 1968) 

;- -

3. SUPPLEMENTARY GRANT 
ASSISTANCE r-OR PUBLIC WOR!'S AND 
DEVELOPMENT FACILITY I'ROJECTS-In 
Febn13ry 1969 we reported to the COIllr''S:> 
on improvements needed in procedures fx 
deltnnining supplementary gr;uIt assistanc.' 
for public worles and development facility 
projects approved by th~ Econolllic Develop­
tr.ent Administration (EDA), Department of 
Comm~rce , Procedures ,!Stablished by EDA 
provide that the areount 0; a sup;>lement~ry 
grant to an applicant for a p:oject eligiblr for 
gf3nt assistance l>t compu!.:d by reducing the 
estimated ~ost of the project by the lessa of 
the applicant's share cf th. ~ost of the proj«! 
or 50 percent of such cost .JId by the amount 
of the <tirect gf3nt. The applic:nt's slur'! of 
the cost of a project is generally considel\.'11 to 
be the amount of a loan that (ould be amo~ 
tized by the revenues that 'at proj.:ct could 
be reasonably e::~cted 10 generale over '" 
3D-year period and cannot be less than the 
applicant's minimuPl share determined by 
maximum £l'3nl rates set by EDA. The aPI'll­
tant may finance his share of project crsts 
from his own funds or by obtaining a Io:!n 
fronrEDA or priv,"e interests. 

We reviewed the records ;>ertaining to 
the sUPl'lem,ntary grants of ~3. 1 million. 
awarded by fDA to applicants of 18 projects 
loc:lted in EDA '" westem and mideast~rn 
areas. We ll{'te,J that, in determining the 
amount c f tile supptementary grants for the 
III project<. EDA did not consider all avail· 
able rever.ue!; or Ihe revenues were incotttctty 
computed or were based on qUeltion.bh: 
data. or wen . reduced by exc"";ve c ...... es for 
project expenses. On the basis of-ollr review, 
we believe that 17 of the supplementary 
grants totaling over S2.6 million should not 
h:.-e been made and lhat one supplementary 
grant of about $400.000 should have been re­
duced by about ~57 .000. 

We recommended that the Secretary of 
Commerce ~uire tha, EDA; 
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-£stlblish "". _II projo..-U lor .... idI _tF .. grrot _"""'" is .. 
QU-JStIIId spoc. r c: V'lidelines ~or determin­

ing rile re.tnJfIS 1IIIt ad' l'f'Oiects 
c:aulli raoonobly be .. """teo to goo. 
~. 

-Provide lor _aed _ bV officials 
in EDA .... offie-s one: Woshinqton 
heedq..¥ten of supp_.." grant 
detenninations. mcu:ting.,.. eval:..aatron 
of.II factor. en~ing into ""cI\ detmTli· 
na,ions, 

-Include a provision in an grIIIt _ 

mone lor Kliustment of !he ..-ount ,,' 
1110 .... I>P-.." grIIIt u ... ·., di>coYery 
of a .".,..,.,tationol en'O<. 

~ne 1111 amount of a !U;lIl1emen­
ury gran! lor _ projoc1 on flip ba!is of 
rwenues wile. may be __ ted duro 

ing the _luI life cf 1111 project. fo< • 
4Q._ period. 0< for • period equal to 
1M maximum loon ~_ perioO 

IJC!mo'red by tile r.lPI- bond stat· 
utes. wtloct.e.er is IesL 

-O>nsider ........ payments on existing 
Indebtedness of • project IS on expense 
of l'>e ",oject lor only those periods f<>r 
which such payments will be made. 

1.bo, we noted tha!. although EDA's 
.uthorizin& Jesislation requirn that revenues 
be ClOt";':·.oed in determining the amount oi 
BY supplententary g;ant. EDA did not .".. 
quile ClOMcleration of net proj«t revenues in 
iDstances wheft the basis zrant from one Fed­
enI aaency and the supplemenlary ~nt from 
EI>A did not el<ce«1 SO pet'CCIIt of the project 
CDfiS. 

Our report sugemd that. because of the 
imp;oct of the EDA policy on amounts of 
IlUt assistance provided to applicants and i'l 
Ihe intCl't<t .>f prov;dina flJllllcial assistance 
to ., many needy projects as possible. the 
CoQarcss miaht wish to expms its views as to 
whetber EDA should consider project ~ 
IIUC3 when aD EDA IlUt supplell'Cnlary to a 

. 
'. 

basic grant by another FedcnJ agency docs 
not result in tlte to~' FedcnJ grant rontribu· 
lion e"cccdinc SO per:.:nt of project costs. 

In Jul:; 1968 t~e Assistant Secretary for 
EClOnomic Development informed us that gen· 
eraIly EDA did not agltt with our fmdings 
and proposals. He stated. ho"':ver. that EllA 
not only :on=d with our prcposals to pro­
\ide more adequate supervisory review of Slip" 

pkmentary grant detenni:oation. but had 
taketl what it believed to be th~ requisite 
steps to ensure that the supervisory reviews 
are carried out . We not.!d. however. that the 
Assiruont Secretary had not required nor had 
EDA developed detailed su9Crvisory review 
p!idelines for evaluating supplementary grant 
determinations. and we therefore recom· 
mendold adoption of OUf proposal. (B-1 53449, 
February 4. 1969) 

ECONOMIC OPPORTlr.,lTY PRO\;RA.\lS 

4. SPECIAL REVIEI'I- This item 
,. ..... 1.;, to a $pecW review by the General 
ACClOunting Office that roYtted a number of 
separate economic opportunity programs. The 
various findings for each "f the prClgT'd.'T\S are 
presente<'. i!l summary form, and the recom­
mendation:. 3re directed toward improve­
menls ir. the effectiveness of the total anti· 
poverty eITon. as weD as the individual 
!'fOgrams. This treatment diITers from that 
giYm the other items in this repon. which 
generally are presentations of individual fmd· 
ings and recommendations ~Iated to • single 
flDlctional ara of the Gvvemment's opera­
tions. 

ntle U of amendments enacte1 on 
December 23. 1967. to the Economic Oppor­
tunity Act of 1964 (42 U.S.c. 2701) authur· 
ized and directed the ComptroDer General of 
the Unit"CI States to make an ir.vestigation of 
program> and activities fma.. .. ccd. in whole or 
in part, by funds autho:ized under the act ;0 
determine-

'"( I) The efficiency of the adminis­
Intion oi such ~ and activities 
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by the Office of Economic Opportunily 
: and by local pubtic an::l private .gendes 

c::urying out such programs and activi­
. ties; and 

,2) The extent to which such pro-
1R.n1S and activit;es achieve the objec­
tives set forth in the relevant I'arl or tille 
of the Economic Opportunity Act of 
1964 .uthorizing such programs or activ­
ities. ... 

A report on our overall findings .nd 
r«"O'Ilmend.tions was submitled 10 the Con­
cress on March 18. 1 969. 

! 

Fifty-nine supplementary reports on our 
uamination were submiH:<I to the Congress 
lIS they were compleled on (a) our field exam· 
inations where sue!: work was performed. (bl 
our review of management functions of Ihe 
administering Federal ,!\"ncies. (c) 0" < \,<0-
gram evalu.tion work on a n. tional basis. and 
(d~ the special studies performed for us und<r 
contract. 

Our overall findings ~ n, ; recommenda­
tions. ,:IS summarized in c!'apler 2 of our 
March 18. 1969. report are set forth below. 
Our f"lndings were grouped und,!r the follow­
ing broad categori ••. 

'- . 

I. The linanci.1 dimensions of Ihe lotal 
Federal antipo'-my effort. and the 
put played by the Office of Econom­
ic Opportunity (OEOI. 

2. The ext~nt to which the objectives 
..,t . forth in the .. "I had been 
acbievcd. 

3. The efficiency with which the pro­
grams authorized by Ihe acl had b",," 
administered. 

4_ The actions w!tich should be taken 
to reatize more effective and econom· 
ic:aJ ...., of the rcsoun:es available for 
rMucin& po"erty. 

- , 

• 

• 

.. -

TOTAL FEDERAL ANTIPOVERTY 
EFFOflT 

In terms of tile FederJI budg:'l. the 
Economic Opportunity A~t of 1964 repr ... 
sen ted a relalh'!ly small increment to the 
alreldy existing programs for aiding the poor. 

. ' 

The aggrC! ;ate of aU Federal programs ~ ... , 
assistance ~u (he poor amounted to S~:! . I 
biUion in fiscal ye.r 1968 and an es~.ted 
$24.4 billion ill fasc;,) year 1969. The projec­
tion for fisc.1 year 1970 is S27.2 biltion, 
Increases in Feder.1 programs in recent years 
have been accompanit,! I'y a reduction in the * 
number of tht poor, b::sed upon the defmi­
tion used by the Soci;') Security Administra-' 
ti"n, from .bout 34 million in 1964 to ~2 
million in 1968. Although Federal programs 
for assistonce 1<) th~ poor ~ndoubtedlv con­
tributed importanlly to this ",duetioff. much 
of the reduction c~n be attributed to the 
exponsion of Ihe nal ion'" economy in recent 
years. 

. ' 

In monetary terms. the funds .ppwpn­
ated for progranas authorized by the Ec~~ 
nomic Opportunity Act (S 1.8 billion in 196d 
and SI.9 billion in 19(9) are smaU in relation 
to the total Feder'" effort. In olh~r lerms, the 
role of OEO is significant - it is the only 
Federal agency ~xc1"sively devoted to anti­
poverty ; its programs an:, for the mosl part, 
iMuvati,·c in one or more aspects: and it 
shares with the Economic Opportunity 
Council the responsibility for coordinating 
antipoverty activities cf ot""r Federr' 
agencif"3. at least nine of which. in 3d iition to.t 
OEO, administer significant programs dire.:ted 
to assisting the poor. 

OVERAll PERSPECTIVE 

The .ccomplishments achieved under the 
Economic Opportunity Act should be 
appraised in the IiJht of the difficulties 
encountered by the 3!l"ncy (OEO) created to 
carry out the purposes of the act. These dim· 
cultics i"dudc: 
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-The urgency of getting programs undo< 
_ IS quicl:iy lOS possible" 

-Problems in deYe40ping a new ~~ 
,.:. " tion ~ in obtaininQ experienced per­

• onnef. 

" • -J'rob1erT'd'~ esubti.t>ing """ 0< mo5di· 
fled organIZational .,..ango~.1 the 

" .,' IocaIleve!. • • 
-The delays and uncertainties in obtain-

• 
ing co<vessionai IUthoriz.t"'" ond 

,*""prialions. 

• 
-The problems of wo<king out relotion­

i "ips with other agencies and witt> St.a 
ond I.x:al govemmen~ .. 

-lac:I< 0 , a>n""' .... as to the meanit.sa of 
pcwerty, I.e ., who are the Poet- for pur-
~ of receiving assistance. ' 

• 

• • 
Our review properly , and .int'Vibbly 

rocused on problems. shortcomings, and 
teCO"dI"nded im~rovements. OEO and other 
particip;ltinl agl!r.cies e""ress!d ~sreement 
w!th many of our conclusions at.1 recoln"'en- ,. 
dat'ons andthad initiated actions 10 d.al with 
-:enain of these problems. .. ,. . 
. '. khiev~ments of the pro\rams luthor· 
ized by the act can be assessed " ... y in ju~g-. 
mental terms. This is so for se\·u.1 I'(osons: 
the prop:uns ~ new: they d .. 1 with such 
intangibl. conoepts as' the economic and 
~ 1e~ls nf distd'¥t3gcd people: they 
impose tequi:ements an(llare subject to condi­
tiOr.s which art nOllmen.ble to reliable, and, 
in some cases, any quantitative , ,""osurement. 
More opccifically: 

~ ... i ... lading by' which to doter· 
inine at what IeYe4 of 1C' 'lmPlishmenl a 
progr.m is considered ao::eptlbly 
u:amu!. 

-The metI>ods lor -...ining pragrom 
~Iishments "- not vet been 
delC!»ed to 1ht ocMnt of assured rec .. 
obility. 

.•• • " .~.... ""I. ., - : 
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-The large YClloJme and variety of perti­
nent data necessary for ~injng pr0-

gram results were, and st ill ... e . either 
not _Iable 0< not ref~, 

-hogram mults may not be fully per . 
ceptible within a relativefy short t ime 
frame . 

-ome.- ~.ms-Fed.' ... I. Stat • . 10.: ... . 
and privote-.'med at helping lhe poor. 
IS ~II a: changes in local conditions­
e~toyment, wage scates. tocae ani· 
tudes-~ their effect l.lgQn the same 
~le ...mo r~rve assistance,Jf\d!r the 
progrlrT'd authorizeti by tho ott 

-Amendilleiits to t~ act v.d revisions in 
-veney guide4ines at VafKNs limes h",.'8 

necessitated redirectior 0' programs 
and othe< changes wh <:1\ "- .flected 
lhe progress of programs hI tho short 
run. 

"CHIEVE~ENT OF OBJECTIVES 

The b:lSic objective of the Economic 
Opportunity 'Act is to strength.n, supple­
ment, and coordinate .fforts to pro,;d. to 
everyone the opportunity for .duc.tion and 
training. the 0Pi'Ortunity to work. and the 
opportunity to live in dec.ncy and dignity. 

Toward the acltiev.ment of thi< objec­
tive, the act authorized a series of programs 
and activities des;gned to bring ""w 
approaches to the task of eliminating po~rty 
and to supplement erforts outhoriz.d by 
other legislation. The programs authorized by 
the act can be grouped in fi.. broad C3te­
gories-Community Action. Manpo~r. 
Health, Education, and Other. 

An important and basic objective is coor­
dination of the programs .ut:.oriz.d by the 
act with 0"" anoth.r and with related pro­
enms administered by other .... ftci... This 
.::oordinating task was assigned to the Eco­
nomic Opportunity Council created by the 
_-: ~:! !':: O~O, the rormer haTin, the domi· 
IWlt role. 

'- ..... _- ----­-----
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The Council neyer f""ctioned effcctively 
and. as recast by the 1967 amendments. has 
not been esublished. 

OEO. preoccupied with selting up Ihe 
machinery :0 get a new ager,cy Slart~d and 
then wilh its responsibilily for inil ialins and 
administering programs aUlhorized by lhe aCI . 
was nol able 10 deYOle as much l iron 10 its 
coordinating fUllction as lhal fun~li<'R de:­
manded. nus coordinative l:ssk w.s made 
dilTlCUlI by Ihe ne::essity of OEO's innu­
encing the actions and policies of olde .. ~ab­
lished .gencies; OEO, 3 newagen.:;' of lesser 
Ibtus in tbe Federal hierarchy. was unable 10 
bring tog<lher .u programs relal~d 10 albck­
ing poverty. As a conseouence: eff~cln'e coor­
dinotion bas nol oeen ~ch ieved ; we believe 
thaI it cannol b;: so achieved under tbe exisl­
ing orgo,..iz.ational machinery . 

!'.n important part of the overall pro­
gra.n management process is the eYalualion of 
perfonn:.nce: and accomptisbments. Evalua­
tions ebring tbe farst yean of OEO operations 
we ... 100 small in scopr and too un~laled 10 
One anolher to pro,ide salisfaclGry informa­
lion on the achi~yement of object;,·es. nation­
ally. OEO has more ~ce:nlly responded 10 Ihe 
provisions of lbe 1967 amendments 10 the 
act, .... hich direc:ted an expansion of ''''alul­
lion efforts. 

c..:nnunily Action Program 

The Conununity Action Progr:un (CAP) 
was inlended by the act 10 be the means of 
bringing, w:ified effort 10 bear on Ihe prob­
Ir.ns of the poor in urban and rural commu­
nities through projects designed 10 orpnil.e 
aIIIImunily residents; to engage the roar in 
the planning and implemenlation of projects; 
and to be "" organized advocale for the poor 
;,. eff~.'tU.ting changes which would expand 
t~.., aY3ilability of sen'ices to Ihe poor. 

The program bas acbicV"CI varyins suc:­
cess in involving local residents .nd poor 
people in approximately 1.000 communities; 
it bJS been an effecti-e .dvocatc for lbe poor 
in .... ny onmmunitics and appears to have 
pined accepUna: in most communities as a 

.!. " 

I 

:nech.1nism for focusing :attention 3nd :action 
on the problems of lbe poor: and it has ir.tro­
dua:U ne .... or expanded existing. services to 
the poor. CAP. ho""'v~r_ bas act.;eved tbesr 
rnds in lesser measure than W:lS reasonable to 
expect in rel3lion 10 the magnitude of Ihe 
funds expended. This shorlf.1I is altribut.t.ie 
principally 10 deficiencies in adminislration 
that should be evaluated in Ihe lighl of tbe 
nature of Ihe program and Ihe fact that it has 
been in opera lion for a ",Iatively short lime. 

Manpower prograll1l 

Unemployment 2nd the lack of thosle 
capabililies that enable in.!i,idlUls to oblain 
employment arc m.jor cus .. of poverty , To 
.ttack th."., causes. OEO currently in,'cslS 
.pproxima rely one half of its resources in 
manpower development. lraining. .nd 
employmenl programs; a significant portion 
of this ef(Orl is focused on youlh. The pro­
grams have provided training. work experi­
ence:. and supportive services to Ihe partici­
pants. Apparenl results- in terms ';Ir enb..na:d 
ca pabililies. subsequent emplo)'ment. .nd 
(;TealL.- earnings- are Iimiled. 

The Conce:nlrated Employmenl Prog;:un 
(CEP)' during Ihe short periOO ,I has been in 
existence. has shoWl\ some promise of CO~ 
trlbuting meaningfully 10 lhe coordination of 
exi<ting manpower programs in specific target 
arcos. There is evidence. however. thot Ihere is 
an especial need for beller coordination with 
tbe federaUy funded State employment s.:cu­
rity agencies and wilb lhe Job Opporluritics 
in the Business Sector (J08S) p~am spon­
sored by the Nalional A1lianc:e of Bus~ 
men. 

Through lhe inslitution;liud Iraining "f 
the Job Corps progr:sm. corps members "'''' 
had 0Pporlunity 10 ",mve ce:r..lill benelits. 
m:my of which are not su"ject to precise 
measurement; however. posl ·-Job Corps 
employment experience:. which is IRC3SUf3blc. 
has been disappoinlinJ. In the light of the 
costly training ",.,.ided by the Job Corps pro-

LJ 
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pm, _ doubt that the resources now being 
applied to this pro[ll"3m cr.n be fuHy justified. 
Our doubt is especially applicable to the con­
seriation center component of the program. 

The in-school and summer components 
of the Neighborhood Youth CorPs (NYC) 
program have provided enrolled youths with 
some work experience. some additional 
income. improved attitudes to",,.': the com­
munily. and roeater self."sloem. If il is inlend­
ed. however. tb.1 Ihese components c(IOlinue 
10 bave '" a principal objeclive Ihe reduction 
of the school dropout problem. greater flexi­
bility should be provided in the use of funds 
for such t;,ings as the enlargern:nt of existing 
school curriculums. more inlensive and pro­
fessional counseling. and tuloring for polen­
tiaI dropouts. 

We queslion Ihe need for retaining the 
NYC out~fJ..:"ool component as a separate 
enlity. The objective of this component seems 
to be encompassed in other exisling programs. 
particularly rhe Manpowrr Development and 
Training Act (MOTA) program. with which 
the out-oF-school component could be 
_flled. k> presently operated I!le out~f­
school component has not succeeded in 
providing work t",ining in confonnity wilh 
clearly expr=d legi.lali'·e inlent. 

The work experience and training pro­
cram. soon to be replaced by th~ work incen­
tive (WI N) ptOl>'"3fII. has enabled persons on 
the _Ifare rolls to obt.;n employment and 
assume more economically gainful roles in 
society. On the other h.nd the program 
experienced deficiencies in certain fu..,ctions 
of administration which detracted from the 
2CCOrnplishment of the program's mission. 

Our limited review of locally in:tialed 
cmploylllC'nt and job creation proyams under 
CAP revealed varying degrees o f success. 

The available data showed that most of 
the manllOwer programs experien.:d high_ 
earty dropout rates . .. hich strollgly indicated 
that many enroDees received little or no 
..ctu:ll help. 

... 
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Health programs 

The Comprehensive Heallh Services Pro­
(nm is a r~ther rerent iooo\'otioOl and . partly 
teeause of delays in the program's becoming 
operational. has Fe:lched only :1 portion of its 
intended population . Many of those that it 
has been able to reach have been provided. for 
t!'e firsl time. with readily accessible medical 
care on a comprehensive basis. Unifonn plans 
and procedures are needed 10 e\aluate OEO's 
an~ the Department of Health. Education . 
and Welfare's heallh projects during the devel­
opment phase and on a long-r .. '~ basis. More 
appropriate and equilable slandards need to 
be established for determining eJig::'il;ly for 
free and reimbursable services. 

1lIe family planning programs are also of 
recent origin. and only limited data as to 
result. was available. 

Education programs 

Head Start (for pre ... choo"a~ children) 
has been one of the most popular programs in 
the economic opportunity portfolio. Potential 
long-range effects cannot yet be measured. 

AV"~!able evidence su~sts. however. 
that Head Start ci,ildren at the lO':at ions 
visited made modest gains 'n social. motiva­
tional. :lnd educ;ational (' ,ar'Jcteristh:s and 
were generally belter prer.ar<d f"r ent.,. inlo 
regular school th.n we .... their non-Head Start 
counterparts. The c1;t1dren al<o benefited 
from rr..:dical and dental sen·ices. although 
some did not heneflt because of delays.n \lro­
viding Ihese >ervi.~ ; from · well-balanced 
meals; and from group-instruct.ion aclivi:ies. 
The progr.lm. however. hdS not suc~eeded in 
",,!ling sufficient involvement by parents of 
Head Star! childr,-n. which is a primary objc<,­
tive of the program. 

The Up¥';1'-.! Soun..! orognm has pro-­
Yickd ~rtk"!;':tnLj 'vith opporturatie-s to over­
come handiCOlps in academic OIchievt"mC'n! and 
in motivation. 10 complete high school •• nd 
10 enter college. National sL>tislics show thaI 
Upward Bou\ld students h.ve lowrr h,,;II 
dool dropout rates t!lan is considered nor-

. ,.. 
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mal for the low-income population; ha'~ 
higher coUc~ admission rates in comparison 
with 'he n.tional avera~ for high school grad­
uates; and h.ve coUe~ retention ra res above 

~ .Ihe national .vera~ for .11 colle~ sludenls. 
The eXlenl 10 which ineligible youths are 
.ccep1ed de""cts from the effecliveness of 

• Ih. program. • 

• 

• 

.', 

.' " Other eduC3tion programs have exl"'';-
• eneed some succt's! by r:lising the enroU=' 

proticien_">, in basic education.1 slUlls and by 
culturally enriching their lives; however, Uk 
ma"agemenl of such programs was in need of 
improvement. • 

• 
. ,The Legal Scrvices prOfl"m has ill>­

prQ\'ed the plight of Ih~ poor by . ffording 
Ihem legal "'presenlation and ef\uC3ting them 
.:10 their legal rights and responsibililies. The 
S'lC;cess of Ihis program in assisting \II. p~ 
10 form s<lf-hdp grout'S. suct.,as cooperative . 
and bwiness Yen lIftS, has been limiled. 3/1/1 

. fl'w Legal Scrvices projects have enga~.,.d In 
efforts to bnfg aboul4aw rtfomt. • 

• AA OVe13ll evaluation of the perform!nce 
of the Volunleers in Scrvice lo~merica 
(Vi5P.av ~rogr3ll1 is a complex usJl'!' beC3~ 
vtSTA volur.leers are in,·of\.ed in a variet), of 
functions alon~de personne" of other ~ 
grams. 

• Tne Migrants tnd Scasonal Fannworkers 
~ in Arizo'!!! has been benefid31 i~ 
helping mipnt adu1ls to obtain or qualify far 
employrrlnl,and in preparing preschool 
rricnnt children 10 enler elementary school. 
f)ogram effectiveness could be increas«d by 
m:>re closely ",blin, eduation and lruning 
~ to the specific needs of program 
t-articipanls and by limWng participalion to 
the targel population. 

The Economic Oppcrtunity Loan ~ 
pam (transferred to the SmaU Business Ad­
ministration in 191>6) would betterachieve the 
objective for which il was established if it 
offered grealer assistance 10 borrowers 10 aid 
them in impl'OYing their managerial skills and 
if it _re c.med on with creater administn-

• 

tive efficiency. The Economic Opportunity 
Loan Program for low-incoue rur-I families 
.d.!r.inistered by the Department of Agricul­
tun. t:l3de only a F:niled contribution to 
bettering the income of a majority of loan 
rccip;"nlS ~ .. clud.d in our 1'<"~w. Our evalua­
tion, which was based on torro_n;' open­
tions for a I-year period. did not permil an 
assessment of whether !'fogf'3lTI objectives 
would be achieved in succee<ling years. Inade­
qu.te counscUng and supenision and lack of 
defmitive etigibility criteria -:nded to limit 
program eff~ctiveness. (For additional infar· 
=tion on our tinc!ings and -ecommendations 
rebted to these two loan r;ograms sec items 
S ana n.) 

EFFICIENCY OF ADMINISTRATION 

The effectiveness of the lotal ant,'­
PO\~rty effort is dependent, in considerable 
111""$01"" on the rna nner in "flich individual 
programs and activities are administered. It 
was 10 be expected that estahIisbmcnt of a 
DeW OEO (in 1964) bovin, responsibility for 
I. ""ching innovative (i ... , unprea1lcnted) 
progr:uns and for difficult or impossible coor­
dination would create ,""ny administrative 
problems' in the eariy years of operations. 
Also, the emphasis placed in 1964 on gettinC 
programs under way and obtai!unc results 
qu.ickly did not leave sufficient time 10 plan 
and establish ..... U-designed ;and tesled admin­
istrative machinery. A1thoup progress bas 
been made in the pasl4 years. the .dministn­
live machinety is still in need of substantial 
improvement. 

Program and project mall:l~rs. in most 
pr<lIII'2mS. have not been provided with ade­
quale guidance and moniloring by oro and 
other responsible Federal agencies. Thete is 
need for improved policies and procedures to 
strengthen (I) Ihe process by wbicb procram 
participants are selecled, (2) the counseling 0( 
procram participants, (3) the supenision 0( 
mIT, (4) job development ar.d plaOtment, (S) 
the ...,.ys in which fonner prosram partici­
pants are foDo_d up on and proridcd with 
rurther assistanOt, and (6) the recorcIIteep;nc 
and reporting necessary to pennit more e(fee­
ti"., t'Ylluations of accomplishments and more 

__ . ...t; • ..... "' __ .. "._-- --,,'-'-" 

..... -=-... . --
-~ .... . . - .. ~ .. ----

" • 



adequa~ accountability for expenditu",s. 
Some of these shortcoming' can be attributed 
to insufficient and inexperi !need staff. partic­
ularly at the local leyel. 

The Community Action Progr.om. for 
whkh a substantial pOllion of OEO funds 
aR expenc!ed . ",qui",s greatu effort 10 aid 
the 10ClI1 CAAs build effective a(\mini ;tratiY~ 
macrunery. morc adequat. progran. planning 
and evalu.tion • • nd belter oper.llionaJ pro­
cedures and trained personnel al Ille r.eigh· 
borhood centers. Also mon: support should 
be Biyen te. innoyati.e efforts of the rype 
curn:n:!y underwav at OEO 10 ;:valuol: 
CAPs. . 

The administrative support to the anti­
!'Overly prtlIr.1ITIS will haYe to be sUbstan tially 
au"""n ... d and improved t;) achieve satisf.c· 
tory drecti\~ness of antipoYerry efforts with 
the bmited resources a. ailable. 

For substantially all progrnrr.s. partic­
ularly the rna npo_r programs. payroll proce­
dures need to be strenglhened t"l afford ade­
quate control apins: irregularities: procun:­
ment practi""s should be modified to limit 
purchases to ... hat is demonstrably needed 
and the lo_st cost ; and more dfecti"e pr<'Ce­
dures "'" needec! to cnsu", the utiliz. tioo .~d 
$:Ifeguarding of equipment and supplies and 
their timdy di>position when they become 
execs to needs. Ooscr attention shoul.j be 
livrn to claims for non·Fede.'lI1 contributions 
10 that only valid items su "",orted by ade­
quate documentation an: .llo-.d. 

Many of the .<lministrative deficiencies 
identified in our examination could hav.: been 
avoided or corrected s.x>ner if ~uisite 
auc!itin& and monitoring by rcsponsible local 
and Federal aget.cies had been 'IIOR timely 
and comp",hensive. 

PRINCIPAL RECOM ... ENOATIONS 

We believe that. to provide mon: effec­
tiYe illeans for achieving the objectives of the 
Economic Opportunity Act. n:visions an: 
needed in the progr.lms and orpniution 
throu&h which the e(l.:Irt to eliminate poverty 

,'" .-..~;:"~~~-:- 'f' -;... 1- " .... ~..::.,..,. 
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Ius beell outli~ in the act. Accordingly. we 
offen:d the foUowing n:commendations. 

Q.mmu ni!y Adion Program 

I. ~AA, and OEO should inslilute 
efforts to: 

~. ImplOye the plann~ ... g of local 
projects. 

b. Gener.le greater coopcntion 
aJr';)ng loc:::I publi~ and privale 
asencies. 

e:. Stimulate more aclitt portici-
poIlion by the poor. 

d. Dcvcloi' means by which the 
rffcctivencss of prognms can 
be evalualed and ~quirc peri-
odic evalu.tions 10 br fIl3dc. 

e. Strengthen the cap3bility of 
the neigh borhood em ters to 
carry out thcir fun,tions of 
identifying residents in n""d 
of assistan~ in the t.~t ''''35 
and of (;)Uowing up on refer-
rals made le, other units or 
agencies for renderin, needed 
services. 

2. OEO should consider includinr, 

income among the eliBibility re­
quire=n Is for those component 
programs. such a! edue. tion and 
manpower. wruch an: din:cted to 
individuals or families and which 
involve : significant uni t cost and 
for which inc "''1'te is not now m eli· 
Bibility n:quiremenL 

3. OEO should !pve gre.ter emphasis 

2 

. to ~ and pilot ,""'~Is that 
offer promise of allcvia!ion of pov­
erty in rur'" a"'as and should en­
courasc CAAs in rural In:as to 
bloaden the range of activities thot 
wiI1 contribute to economic devel­
opment. 
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4. The Coneross should corwd ... 
""ether additioll2l "M'RS art neces­
sary and d.:sir:ahle to a.m.t ~da1ts 
of IUraI = that cannot build the 
economic I:ast neces>:lry for self· 
sufficicnq'. to meet their basic 
needs. 

tobnp<lw", progDms 

S. The ~creury of Labor should tak. 
further steps to ensure that : 

a. FuJI usc is nude of the exist­
in, facilities .nd capabilities of 
the State .mployment security 
.~ in conncct!?n with 
U opentions. 

b . C EP .. per.tions = coordi­
natrd fully with the JOBS pro­
,f:lm. 

6. The Con~ should consider. 
""ether the Job Corps rrocram 
particularly at the cons.:rvation cen­
ters. is suO ... :mtly .d>i"'in~ the 
purr=- for which it was created 
to justify its retention at present 
levels. 

7 . The Congress should consi:!c:r: 

•. Rederrnin& and cbrif)inl: the 
purposes and intended objec· 
tives of the NYC irHChool and 
summer work :and lnining 
procnms authorized for slu­
dents in section I ~a)( I) of 
tb. Economic Opponunity 
Ad of 1964. :IS amended. 

b . Establilhinl: specific and realis­
tic coals (or progDmS author· 
ized and relati.e priorities for 
the attai:uncnt of such estal>­
Iisbed~ 

8. Tb. CODerOSS should consider 

- -- .. ------._-

10 

merging the NYC oul-of-school pro­
J:I2Dl, currently authorize<! in sec­
tion l23(a)(2) for persons 16 and 
o''a'. with the MOTA program. 

9. lbe ~LTetary of Labor. 10 make 
the WIN pfOJ:f:lm erre.livc. shoul"; 
ciw<: close and continuing attention 
to the problem of enroUce absjn­
Itcism and :lSCCnain the causes of 
early terminations and absenlecism 
and how these c;r'1Se$ may be aneVi­
ated or eliminaled through addi­
tiooaJ ""tvices. modirJCation of pro­
p:a:m cont~nt . or othtr mea-"1S.. 

Health proJ:r2mS 

10. The Director. OW. Ihrough' his 
coptizant progran office. shotdd 
d.fine the circumstances under 
which health omlers may finance 
COISU of hospitalization ; establish 
IDOre approprUte and equitable cri­
teria to be used in delerrninin& the 
eJipoilily of applicants for medic::ll 
C2R ; and. in accordance with :;ronl 
condilions. require cenlers to d.im 
rrimhursemenl (rom lhird panies. 

II. Increased attention should be gi.en 
by ~ .. the Director of OEO and 
the Stcretary of Health . Education. 
and Welf= to the roordir ... tion of 
the agen.xs· health crrons and the 
development " j ,:,,;fonn standards 
for evalua!J11: health projects and 
procranlS. inc!udin& family-planning 
procrams. lloth during the develop­
""",t phasr and on a lon~nge ....... 

EduatioD prozr:rms 

12. 'The DirectO!'. OEO. should dired 
and assist local Head Stan officials 
to make further crrorts 10 involve 
IDOre parents of Head Sun children 
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in the program !II order to enhance 
the opportunity for developing O:e 
dme ~lationship between parents 
and their children that is so vital to 
the dtild~:I's soci3I aDd eduCl­
tional growfh. • -, .' 

J3. 'The Dinctor, OEO, shoul! impro.c 
• • proced~ for tile ~cruitment and 

selection of participants in the 
Upward Bound program. 

. ~ 
• 14_ The Director. OEO. should req~~. 

• 
IS pr'erequisites to funding locally 

• ~tiated eduCltion prr1:"ms : 
~ 

Determinations as to wjJether 
the program wiD <Dnnict wilh 
existinJ prografll5 d~.ned to 

• 

the poor and whether it c'Quld • 

• 

be rmaneed vdth ot'lF,r thall • 

OEOfunds. . ' 

• 

• 

• 
b. 4The fimtification &.- a.ailabk .rnources and facililies whidl 

could be wed in the program 
to ~uce the expenditur" y 

't' • ~i.,tted OEO funds, 

c. The identifiCltion of 'conp!e-"I • 
menwy edUCltion programs 
tJuduJh wllicb further c4uca-

• tiona I assist:.nce cot:ld be 
.. ~ITorded .. OEO program 

~.:::cs. • 

IS. ,Cbe ~or, OEO. should : 

.. M~ dearly derme prognm 
objectives and I113jor goals to 
the Lept Services project di­
~ and instruct them on 

. the methoilo/O!:!' of enPlinc 
In activities d~cted tow:ard 
ecouomic deYdopment mel 

, .... reform. 

0-

• 

16. 

I: . 

b. r.bke f:fforts to develop :lnd 
impkrnent me .. ,= of the 
extent to which Lego! r.lices 
projects = achi",;n!; national 
pIOgJZ'11 priorities and objec­
tives. 

To impro.e prottcl=s kadinl to 
the assignment of .. kcted appli­
ants to the VISTA regional train­
ing emters. the Director. OEO . 
should pve consideration to the 
feasibility of ~quiring that appli­
cants be int ... i.wed and Given 
aptitude lests before lhey are con­
si~d eligibility for VISTA 
tnininLZ· 

The Director. OEO. should require. 
with respect 10 the ~tigrant and 
Sasonal Farmworkers prop-.m. 
that: 

a. System~t i, ellll'toyability 
!flaIlS be p~pared whereby 
participants handicaps Cln be 
identified at the lime of enroU, 
ment so lhat ~ appropriate 
curriculum may be d"eloped 
to meet such n~. 

b. l"articipants' progress in the 
program be periodiaUy ..... 
winced . 

c. Data on participants' post­
program C'xpcrienc:c be- mai~ 

tained. 

18. The Administr.ltor. F annen Home 
Administration. Ikpartmenl of 
","cuIt~, should : 

a . Conduct a study primarily 
aimed at: 

I. Establish.ing nunnnum 
sbncbnls with rnpect to 

" , 



the .mounl of SUpeM­
sory assisl.nce tho t 
should be giYen borrow­
ers under the Ec0i:!'rric 
Opportuni ty Loan t'r<> 
gram in ord .. to ensure 
I h.t they recti.e ade­
quate guidance. 

2. Del.rrnining. consistenl 
9ith the forrgoing stan­
d.Irds. the quantity ard 
Iypes of supervision 
needed and the loan ac­
tivity level which can be 
suslained within th· 
supervisory capabilities 
available. 

b. Rn-isc Farm.rs Home Admin­
istration instructions as to 
loan eligibility to require 
appropri:lt. consideration of 
net assets .nd the recording of 
the circumstances considered 
to justify the nuidng of loans 
to appticants .. 'hose incomes 
and/or assels exettd specified 
amounts. 

Coordilulion and o<pniz'lion 

19. A new office should be , .. ~.blishe'l 
in Ill< Execuli •• Omce Jf the Presi 
denl to lak. o.er tho: "'-.. IRing. 
coordination. 3nd n'"31tUtion rune· 
lions now \'csttd by tbe act in the 
Economic Opp:>rluniry Council and 
OEO. 

:!Q. OEO should be C(',lIinued as an 
independ.nl operating agency out­
side the Ex.cutive om"" of the 
~nl, ,.,jth responsib.ii.y for 
adlDHiSiering CAP and cerrain 
oilier ,,~Iy reIa Ird prouams. 

21. Funding and aOmin .... ·:_'tion ;)f c.r­
bin programs now funded by OEO 

, , 

should be tr:lRSferred to ",,"ncies 
... hich administ.. programs that 
Iuve erosely relaled obj.ctives. 

22. The proposed new office in the 
Executive Offic. of Ihe President 
should ha.e responsibility for 
ensuri..'1 coordination of activities 
0< Ioc .1 Cities Demonstralion Agen­
c:ir< ;md CMs. I i this n.· ... office is 
no! utablished. consideration 
should be gn..n 10 placing this 
responsibility under Ihe Secretary 
of Housing and Urban DevcJo!>, 
menL 

23. The Congress should direct that • 
repon be submilled on longer 
term actions required to coord;' 
nate and 10 nuximile Ihe use of 
com:nunity action and ciliz.n par­
ticipation efforts in fe<1.rally 
asmled antipo.ercy programs. 

The C'\'a1uation function 

24. The recommended new office in 
the Executive Office of the Presi· 
dent should further d .. elop the 
n-a1uation funclion .. ith respeCI 10 
;u:ripoverty programs. 

2S. The respo~ible Federal agencies 
should g;.e p.rticular allention to 
providin& for mo", frequenl and 
~hensive audirs of all anI;' 
Jl(JVerty programs. 

(8-130SIS. March 18. 1969) 

5. DIRECTION AND CONTROL 
OVER RURAL LOAN PROGRAM OPER · 
ATiONS-Our review of Ihe eeonomic oppor­
tunity (EO) Joan program. which is adminis­
tered ~l' the FatmeB Home Administration 

-....:... .... - ...... " ._,., ..... _- - _.'. 
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(FHA). Department of Agriculture. and is 
d<siped to assist low-Utcome ruraJ families in 
raisinS and maintaining their income and liv­
iDg standards, showed that. although the pro­
.,.am had helped a number of individuals to 
aM their income significantly .. the majority 
of borrowers had made less or slightly more 
income from their loan-financed enterprises 
during a l-year period than was needed LO 

meet payments on loan principal. 

We stated our brlief that, when viewed 
f=.> the standpoint of permanently bctterin& 
die iDcome of 1:>aD recipicn~ the program's 
coatribution, with respect to the majority of 
loan recipients. had been very limited. Our 
cor.dusions. however, were based on 3n evalu­
ation of the borrowers' operations for a 
l-y "-!r period, although the 10= hJd repay­
me". periods averaging 10 years. 11: orefore 
our evaluation did not pennit a positive 
a-.essment of whether in succeeding yea.rs the 
loans will achieve their ultima te objectives. 

We sbotcd our belief also that 

--the lack of actequare c.ounseling and 
"""""is ion by FHA Ilad Ilad • bear,"9 
on the tnd~red limited ptOIJ'"t'SS of the 
bom>wen. 

-the lack of precise baol etigibility cri­
wla had ..... lted in 100. ... · being"'­
to individuals wIlo.e .....,.,.., financial 
con:!ition .-d backr:c-Jrd indated 
tNt !hey -.. not in the ptOYt!rty cate-

""".-
-F HA _ to streng1llen its planning 

.,,;t ~t information system in 
Ofdor II> .....,,10 it to ;o:Iequately ...... 
1he n!S..1tts OJ! the program and to plan 
Its future direction. 

In addition. FHA was unable to reliably 
determine the .Wninistrative costs of canyi~, 
out the EO ioan program. As a result. the 
lobi adm' .4tntive costs involved in carrying 
out the "rogram. wb<tantiaJ amol!:".ts of 
wIaicIa c:ame from funds ~ ava"!:!:". 'or 

' .• ' .. i:.' .. '" .. 
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FHA's regular Progr2lD, h:>d not been fully 
disclosed to the Congress. 

In view of the foregoing findin..s. we 
basicaUy recommended : 

-Thin: FHA (a! establish minimum surd· 
ards w ith respect to the amount of 
~ assistance that should be 
~~d\ EO borrowers to en'-lre that they 

~ adeQuate guClance. Ib) deter­
mine. consistent with the foregoing. lhe 
omount of 5Up"ltVisoty effort needed to 
n-ainlatn !he loan Sevel activit'.l within 
the ~r.orv upabiritfes aY3i1a!>ie. 
_ Id estaM'" procedures and CX>n­

trek 10 ensure lhat :..Jper'VlSion i; fur . 
nished to borT~ at me desired Jeyet . 

• -That ~HA revise its instructtOn SO ~t 
an appliant' $ net assets are appropri­

~efow' considerl!d indo in lhmre cases ttl 
witch ., agplic.ant's net inc:::ome 0" net 
asseU exceed lhc1r specifiaj, that 
proper ju~lf'catlCol' be shown in "'e 
records tor I"I'\ikiog an E.O loan under 
sud1 circumstances. .JnCI 

- That FHA ,,~ its managemo<>t 
sy1tem fo< the EO loon ptO<Tam bv pro­
wicfeng ~ti wh'ch an be u3l'd by its 

mat\iIIg!J"S !t.~ (~ define ~ vrecrwtv 
the number of rut:tl familte whmw! 
incornra are defic ient ¥1d YIo'ho repres;.nt 
_tiaI bo .. """". Ib) ",""t ily the 
ptablem$ that exist in ~"Q ¥1d 
aOng oonain groups, ""'" ~ the aged 
IIf"'d nonfarm tamllio!:s. (d determine 
_ eff<:tNe/v the 'lmOUnt of loon 

turds 1ttat win :..e needed in the future. 
."... .~ !c:wmulate 'the " amework by 

_eo loon perlonnance can be 'eadilv 
_ effect;",1v _luated. 

• 

Although not agreeing with many of our 
fmdings and recommendations. FHA 3dvised 
us in Marc~. 1969 that it recognized the nced 
for 

- improving bot rowe counsel ing and 

1UpOIhision. 

• 
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-documenting justificat ion 'or mGlciOS 
~ to incjivitjuals whote income or 
...et pos.itton appeared to IT\O--<e h im 

1cwIiv<b1e. and 

-Wnptvving its system 01 program evalua­
tion by refini", pertonnaroo:e Gala anc 
inc::rNSir.~ FHA"s analytical capabiEties 
in deYek>pi"'~ t"ends and problems in 
tow -income rura! areas. 

(8-130515. August ~ :. 19~9) 

Ii. ACCOUNTING AND IrHER· 
HAL CONTIIOl-ln Jam'ary 1969. we re­
port'" to th~ Chairman of th~ S<nate Com­
miu"!c on Appropriations. at his request. Oil 

our re-'Iew of Go\'~mmenl funds utiliz~d 

WId~r the fi~t two of th",e Department of 
Laboc conlr.lcts with Youth Pride. Inc .. Wash­
inl:ton. D.C. o..·r rniew re-"ealed numerous 
_~tn....s in PRiDE's syst<m of accounting 
Ind intern.1l connols. AISI' . enrollees in!«· 
Yk .. ~ by us r.t:Ide numerous ..tlegalions of 
iml'rol'rielic:s dnd irre!!"larili", in"olving 
I'rindpall~ eXl"':ldilUn:S of payroll (Informa­
tion indkating that Fc::!.:.al criminal 1a\\"S 

mipt ~\'e been \'i<'lated " 'as refe rr ... by us 
to the Ikpartm .. nt of Just ice. ) AccONingly. 
_ could not condud~ thaI aU funds ad­
'laneN to PRIDE t-y the Department of 
Labor Iud b.,"<n properly expended and ac­
count«! for and it w.s not fe>s ible to 
dct~M. with an}' deyree of .=cy. t!u: 
fun ~xt~nt to IIo ilich funds :ruy ru.ve bc~n 
misustd. Th~ wuln."scs in t"" s~"5tem of 
l('COUnt;", and internal controls we", suI>­
SbntioUy \'OrT'C'cted during our review. but ... e 
point'" out that no " "5tem could ~ expected 
to rn)\"id~ compkte ;>rotection .pins! all 
t)'PCS ;H fiSC21 ~britiM, 

w~ condud'" thaI . he lkpartmc.lt 
tbouId h,,,e sati>fi'" it.df. in conjunction 
with ..... 3rding contracts 10 P!UDL that 
PRIDE's .ccounting procedun."5 .nJ in:ernal 

'-~..c.:..::::~~' - . :--'/..' " ,' , V ' . . '-~ ,/-.-. . -. \ . , --. -- - . " ,-

cor.trols provided reasonable safeguards over 
l'cd"rnl funds. Also. we concluded I~t. if Ihe 
De~.artment had requined PRIDE to adhere to 
convention'" and accepted standards of ac­
counting and internal control. many of the 
unresolved qlic:stions and doubts concerning 
the u~ of funds under the fmt two conlracts 
could have been avoided. 

We recommended that the Department 
monilor PRIDE's accounting and inlernal 
control procedures and perfonn periodic tests 
of trans:lcC;ons and procedures to ensure satis­
f.ctory perfom,anee by PRIDE. (8-164537, 
January! 6 . 1969) 

7 . COMPllAIYCE WITH CON . 
TRACTUAl REQUIREMENTS-In January 
1969. we reported 10 U,e Chairman of the 
~nate Committee on Appropriations at his 
requ«t. on our rniew of Government funds 
u!ilized under the forst two of three ~""rt­
ment of ubor contracts with Youth Pride. 
Inc .. Washington. D,C We nOled that PRIDE 
had not complied with certain requirements 
of its contracts with Ihe Department and with 
certain Gmo'emmt'nt regulltions relative to 
ke<ping ",cords. submitting reports. handling 
project funds. obtainillg dcpartmt:r.131 approv­
al for certain transactions, determining eligi­
bility of enrollees. and adhering to limitalions 
on travel allowances. We Were informed Ihat 
some requirements had been waived orally by 
the ~partment. 

We recommend'" that (3) the Depart­
ment monitor PRIDE's operations 00 a con­
tinuous basis to enS'~", that PRIDE is comply­
ing with applicable contmcl requirements and 
(b) the Del'artmenl redu"e .11 w.iver.; of 
contract requirements t,) wriling. (8-164537, 
January 16.19(9) 

• . CONTRACTS FOR FINANC­
ING ON·THE.JOll TRAINING-In. report 
submitted to !he Con"o;ress in November 1968. 
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we pointed oul that certain contf?~ts a=rdcd 
by the Department of Labor to pri';;te Ii.",s. 
principally in the Los Angeles County area of 
California. te conduct on-the-job (OJT) train­
inl for disadvant.ged and hard..,ore une!J1 
ployed had se"ed primarily to reimburse the 
employers for on which they would have 
conducted ev~n without the Government's 
financiol assktance. lbese contracts were 
awarded even though the intent of the con­
tracts wos to induce new or a<'ditional Irain­
ina efforts beyO'1d those usuaDy carried out. 

We found that th: Department of Labor 
had n"t d.-eloped adequate .. ."idelines and 
procedures for its field personnel i~ imple­
menting the "main!<nance-of·df"rt" clause 
... lIidl is included in every OJT ,'OO1tract .0 

ensure that the contractor"s previous trclning 
efforts are mainbi. .. ed at no cost to the Gov­
ernment. Prior to awarding the contracts. th< 
De~rtment of Labor did not ascertain either 
the number of employees normaDy trained by 
the employers or their training costs. 

Our review showed that the Department 
bad not esbblished sLlndards and guidelines 
present-ing the length of trainin~ in the vari­
ous occupations that the Government would 
SUPPOI~ und.r OJT contracts. We found that. 
as a result. the Dcpartm:nt h3d awarded OJT 
contr:tcts in which the weeks of training sur>­
ported by the Government vari.d. 'ven 
though the tr.-ining provided by each of the 
employers WI' for essentially the same skiDs 
or oc:cu~tion.<. 

In addition. we found a n«<f for better 
coonIination of ti,e OJT program in the Los 
An",les County arc. because contra.:ts were 
beiDa promoted. d.-eloped. and administered 
independently by different organizations on 
behalf of the Department of Labor. Conse­
quently. tbere soJ'letimn were 1ifferences in 
costs for each employee and in weeks of trun­
ilia provided for the same occupation. 

Althouch the Department camed out 
most orr projects through cost-reimbur..e-

.-. "'-- - -~ - .... -="r- . • 
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menl contra,ts. we believe fhat these projecls 
could !>ave been operated more efficie. I't 
and economicaDy if fixed-pnce contracls had 
been used in situ.tions where the Department 
had obt.lined cost (xperience and was negoti­
ating a f:.>Dow-on or similar-type contract. 

We recommended that the Sec"'tary of 
ubor prescril>c appropriate pfOfC\lUrcS for 
use by the contractin!! officials in dete""inin! 
levels of prior :raining effort and in eslal>­
lishing Ihe costs 10 be reimbursed under OJT • 
contracts. 

• In addition. we suggesled that the o..~ 
partment ta!:e SIers to cstabli.J1 ",a .. , n,l>ly 
uniforn. sbndMCS .IId !"lidelines governing 
the length of trail\i~~ the Gowrnment should 
support for particular ""cup.ttons un.! .. OJT 
contracts. Mon:over. we su~csl<d th.t the 
Secretary of Labor establish appropriate p">­
cedures to properly coordinate t~e develo~ 
ment and administration of OJT cOlltracts 
and develop a potic, to reqLi~ the use of 
fixed-price contracts when: appropriate . 

lbe Se=bry of Labor a!!%ttd wilh most 
of our find inj!S 3~d pointffi out corr< cti\" 
actions pl.nn"" Of taken. lbe Secretary 
questioned. howrvf!. r. ~'hether the Dc-r 'lrt· 
ment should <n~.ge in a cOS.ly administrJlive 
process to determine comptiance with the 
mainlenance~f.:ffort c1.uses of the : ontr.tct. 
in the .bsence of a statutory ""qui",ment 
therefor. 

In our opinion. the Dep;u1..nrnfs policy 
of including muntnan""..,f..,ffort c1au" .. in 
aD OJT contrJe's w.s formulal~ as .n inter­
pretation of l"!ti>lative intent. ar:d we ;herefore 
qucstione-j "h<ther any subst.ntive chan~e of 
policy «gaMing the maintenance-of.",fort 
concept was proper without first obtaimng 
congressional approval. We therefore u,&c-d 
that the Secretary of Labof take corrective 
action i., accordance with our ",commend3-
tion on this i.<sue. (8-146879. November ~6. 
1968) 
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•• YOUTH WORK·TRAINING 
'\40JECTS IDETROITI-In a rcport sub­
mitted to the Congrc~ In Ikcemb.r 1968. we 
pointed out the need for the Dep:lItm<nt of 

~ • L:abor to inCTease the .rr-ctiveness of the 
Neiiht-Drhood Youth Corps (NYC) progr.lm 

• whkh w:as ~ing oper.1ted by scnr.1l progr;un 
Sporlson in Detroit. Michig:lf. 

• 

" 

" .' ., The Economk Orponunity Act of 1964 
authorized the establis!lmcnl o f Ihe NYC pro­
p;un for the purpose of providing funds 3fld 
tethnical assistance to org.niLations willing to 
opent. work-tnining projects (or students 
and unemployed y,"'", men .nd women (110m 

~ I"",-ineo"",, f:uni\i.",. NYC >cliviti .. in Octroit 
bc;ln in February ~ 965 •• nd Fed.r.1I funds 
audlor~ed through June 196&totokd ~b<lut 
SI6 miUior. . 

• ~ . 
We found a n.ed for more careful ~n' 

in, of youths . pplyir\R for ~e out'('Hchoo~ 
comp.>n.nt of th~ NYC program. to cmule 
Ibt the youths whom the progr:lm i, in· 
tcndcdtto bfI.efit w""" cn~II.d . A suMlantr.1 
num~ of tb. enrollees in the out-'>f-s.:)ool 
eomponent in Detroit did not meet the Dc­
partmenfs criteria for enrollm.nt oftould not 
be'id'(qtif,ed by us lIS havV', met the crile"a. 
~~ the sponsors had not r..-cord'jd suffi· 
cient it,fonD.tion in the .nroIl .... rcC"MS 10 
support positive d.lcnnin.tions of .Iipl>iliry. 

• • • • • Ahc-. there ,... • need for rcasvll3blc 
~otfow ........ proccdill'es. to identify those 
youths who m:cded furth.!r advicc 3Ild ",,;'t· 
anot .ne! to serve lIS • bosis for progr:lm evalu· 
abon and redirection : for improved super· 
¥is2ry controls of the ti:n.l;eepinglccords for 
N1t: mroU,... in the in~hoo! component 
sponsored by the Delroit &ani ofEdu.:otion : 
and for more err:ctive monitorin, of spon· 
sors' operations in Detroit by the Burc.u of 
Wort·Trainina Prognms. Deportm.nt of 
labor. 

In ~dition. we found that tbe Detruit 
Board of Education had not contn'but.d its 

._ .... , ~. .. .. \ ' .... 
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required sb= for costs of an NYC project in 
the ~ummer of 1965. This was c.:ru....J by the 
Department of Labor', policy which pel' 
mitt.d NYC sponsors 10 include. in the ""y­
ment for their share of the project expendi­
tu. ... s. olh.r Federal funds .... hich tb.y 
received while adminisl.rinl progr:lms for 
oth.r Federal agencies. We lUted that. gen­
erally. wber~ a F.der.1l g-:.nl requires n· ... n­
red.r.1I m.tching fun:1s to be prov;ded. 
Federal or requir.d non·r edenl ",,:ching 
funds under anoUler F.deral gr:Inl may nol be 
Mnsidered as meeting the grantee's matching 
requirements. 

We recommended various ~ ::t ion.. to be 
taken 10 screen NYC youths ad .. 'uold)· • 
strengtben follow-up and ~yron procedures. 
and inlensif)' tbe Dep;artm.nfs monitonn, 
activilies. W •• 1so suggested that tbe Sccrctary 
of \...:ibor should take the necessary sleps to 
ensun: . with respect to future NYC a~ 
menlS. that sponsors will nol claim. as part of 
tbeir required lO-pcrcent !bare. funds whkh 
bad be .. n adv.nced 10 them under olber Fed­
eral1!flUlt programs . 

The Secrelary of L:abor .dvised us tbat 
the Department and Ihe :;ponsors bad initi­
ated corrective actions and thai every .rrort 
was !>emil made 10 adjust to the requireme.,t 
that • sponsors share of th. progr;un cos,. 
not be derived from other Federal funds or 
funds obtained from no)::-FederaJ souras 
previo.osIy ,'sed 10 match Fcder.1l funds under 
other progr:l.M. (B-16:!OOI, December :!6. 
1968) 

10. YOUTtl ~ORK·TRAINING 

'ItOJECTS (LOS A!<iGELES COUNTYI-ln 
January 1969 we reponed I" I~ Con!!fCSS on 
tile nc..-d for !Ubslantial il'P;:~-me~ts by tlae 
OqIartmcnt of Labor .nd the sponsor in ..".. 
era! aspects of the administration of tbc 
:-'ei&ht-Drhcod Youth COrpf (N\'C) pfO&l'aJl' 
opcnted in Los AnIdcs County. California. 

,": :.' '~'~"'.~ ~"" ~ .. . 
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NYC activities in los Angeles Co.:nty begon 
in February 1965, ~ Federal funds author­
ized through June I ~ totaled about S34.4 
milIion_ 

We concluded th~t the NYC program in 
Los An~les might not 3lways have reached 
those youths in need of the program as de­
rmed by the fureau of Work-Tr:lining Pro­
p2JI1S. We found th~t a subst,nti31 number of 
yooths emoOed in the NYC program in los 
Angeles County did not met! Ihe eligibility 
criteria established by the Department. or we 
couJd not reaJily verify their eligibility be­
cause the files did not sIIow that the sponsor 
had elicited from the enroUees sufficient 
information upon wbidI to make sound de­
terminations of eligibility_ 

We found also that there was a need (or 
the sponsor to n':lluate the effectiveness of 
the orientation Prop2lllS being civen by its 
subsponsors to new NYC enroUees. to imprm'C 
the quality of work supervision and increase 
counselinll .services p~n to enroUees_ to in­
crease CRmUment of !\lye enrollees in sup­
~ 'cmental edu.;ation programs and improve 
class attendanee by th""'" youths enroUed in 
such programs. and 10 provide increased 
emphasis on job-devrlopmenl .nd (ollow-up 
lClYices for enroll-!es .. -b_ panicipation in 
the NYr prognm Iud terminated. 

In addition. We noted the need (or im­
provnnent by tt.e sponsol' in controls o~r 
waaes ~ salaries paid to enroUees and t~ 
administrative s13fT_ for document:lti'ml 01 .he 
norH'ederal contri~utions to the l'o -. C pro­
pam. for timelincs> in auditin, the activities 
of ils subsponsors. ~nd for communic.tion 
between NYC .dministr .. :ors. 

We ,,--commended_ in I!O'neral. thai .be 
D:partmeat of Lo~ monitor the impl ... 
.... ntation of con-ec~ actions pbnned by 
Ibe sponsor and its subsponsors to imp .... e 
clilibility determinations ~ ensure that such 
impro~ments U'C ac:complished on a tim;:!y 
bas. 

..,. -,. ". ::,..r" 
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On January 16. 1969 . . ~ w~re advised 
by the Department of Lobor of :he c.:rrective 
uctions Uken or to be taken by the De""I1-
me .. t, the sponsor. and the C3Jifomia SUte 
Er .. ploy;nenl Service on our findings and 
recommendations. (8-165214. loiluary 7. 
(969) 

11 _ YOUTH WOR K -TRAINING 
PROJECTS (Pk : :'ADELPHIA AND PlTTS­
BURGHI-In a report to the Secretory of 
Lobor in April 1969, we pointeci out a num­
b<:. of deficiencies in the adminis:ration of 
the Neighborhood Youth Corps (NYC) pro­
gram in Philadelphia and Pittsburgh that 
warranted attention t .... the D.!partmtnt of 
Labor. NYC activities beg3n in Philadelphia 
during Mareh 1965 and ill Pittsburgh dun. 'g 
June 1965 . and Feder:ll funds aulhc.riz"" 
through June 3D, 1968, tOlaled about S26.5 
million. 

We concluded that. for 40 pereent of 
1.1:!3 youths enroUed in the NYC program in 
Philadelphia and Pittsburgh. eligibility criteria 
established by the Departm<nt had not been 
met or ~ligibility of the youths could not be 
rea..:';y ascertained because records supporting 
the sponsors' eligibility determinations were 
not complete. 

We found a need for the sponsoring 
orpnizations to Uke appropriate action to 
incre:I>C enroUment and improve attend.nee 
of NYC youths in supplem<nbry educotion 
programs. to adequately support in-kind con­
tributions claimed as the sponsors' share of 
project costs. to improve the controls over 
payroO operations. and to consider use of 
available Govcm:nent sources of supply in 
acquiring office equipment and supplies. 

In addition. we believed that there was a 
need for more effective mo;titoring of sponsor 
operations by the Department to improve 
PJOlr21l' effectiveness and to ensure compli­
ance with worir.-t1'3inin, contracts. 
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We ",commended th~t tbe Department 
obtain the needed 'improvements in screening 
procedUI\"S of tbc sponsors in PluJadelpbia 
and Pinsburt;h and thaI tbe Depanment 
intensify its monitoring of these proce~ures in 
tbese cilies. We recommended also tlut the 
Department assist and encourage the sponsors 
to improve other aspects of the administra­
tion of the NYC program. 

On June 19. 1969. the Assistant Secre-
. tary of Labor for Adrninistr.tion advised us 

that the sponsors were currently reviewing 
and C3refully monitoring aU enrollee records 
for elipoility. utilizing guidance infonnation 
(scbool attendance and grades) and 'incLme 
criteria publisbed by the Ot fice of Economic 
Opponunity and by the Depanment of 
Lab.'r. He stated also that additional man­
power resources wbich the Depanment of 
Labor had authorized in these areas would 
allow for more frequent and detailed monitor­
ing of sponsors' total operations and for pro­
viding tecbr.ic.lI assistance to the sponsors. 

The Assistant Secretary also advised u< 
that the Depanment of Labor agreed with our 
other findings and re,ommendations and out­
lined the corrective ::h:tions th!ing ult:'n by I n( 
Department and the sponsors. (B-165666. 
April 8 . 1969) 

12. ADMINISTRATION OF ECO­
NOMIC OFi>ORHiNITY LOAN PRO ­
GRAM-In an April 1969 report to the Con­
gress. .. ..., expressed the: opinion that the 
efficiency of the administr:ltion of the Eco­
nomic Opportuni~ loan (EOl) Program by 
the Small Business Administr:ltion (SBA) coul" 
be substantially impro ... :d. We also statc" 
tbat_ in so",e cases. the efTectivencss wi th 
which the progr.m acbi<."\·ed the objectives of 
the Economic Opponunity Act could be in­
=ased. 

In our evaluation of the administration 
of the program We relied. :0 th: extent we 
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considered feasible. on tile results of the re­
view made by SBA's Audits Division. Our 
survey also included a review of three reports 
on studies of the EOL Program whicll were 
issued in February 1966 and in June and 
December 1967 by 1 .. ·.:1 consulting linns. 

Our survey showed that: 

-seA had made ""Iy limited ~nalvses of 
program informat;on for evaluating the 
effectiveness of rhe program. ~ 

-The lack of """,ifi< guidelines for ap- • 
plying the vat"'" loan eligibility cr;' 
teria appears to htlVe resulted in q~ 
tionabte intcfpt'etat~ \)1 the Ct iteria 
In some cases. hoNever. we concluded 
that inadeQuate consideration of exist · 
ing guidel ines by SSA..,fficials was the 
basK; cause tor Questtonable Interpreta· 
tions. 

- The stated objectiw of the Economic 
Opportunity Act with respect to im­
pf'OVing ma"",q>f&a! $kills empfoyed in 
srnr-II busin~$ con .#ns had not been 
fulfilled . 

-SBA needed to improve its evalu3t'on 
of the applicants' ability to repay loans 

The internal .uditors in their re\iew also 
noted a need for improvement of various pro­
cedures in the review, appl'O\'a1 .• Dd 3dmini7 
tration of loans. We stated 1I ... 't the correcti~ 
action taken by SBA concerd;ng the need to 
improve certain pro.:..idurcs brought 10 man­
agement's attention by t.he internal auditors 
should, if properly impltmente<i. improve the 
administration of the EOL Program. 

We recommend..! th.t. in order that the 
Con£),ess and SBA may be in 3 position te 
bener evaluate the efTectivene.s of the pro­
gram for meeting the objectiv.,; of the act. 
SBA, throughout the term of the loan. obtain 
information regarding the number ·of persons 
employ": by. the borrower; that SBA malte 
f .. ·nher· efforts to provide more specific in­
stnactions and guidantt to SBA employees 
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for use in their review and approval of EOLs; 
and that SBA ir:tensify its efforts to ootain 
adequate financial data from the loan 
applicant and that loan speci;llists intensify 
ltIeir .. nalysis of the data . 

h commentirtk on our fmdings,in No­
velbct· 1968. the Adminis1nt"r olf "BA 
expressed gene~ ogreement with the matt .... 
po~d out but did not fvor our proposals fot 
specific corn'clive action. He stated that. in 
the opinion of SBA. actions already laken 
w,2uld ctiminate the weaknesses outlined in 
~ report. (8-130515. April :!3. 1969) • 

~ . 
• .. 

13. CONSOLtDo\TtOrl AND 
COORDtNATlON OF PRESCHO(l~ PRO· 
GRAM:: AMONG FEDERAL AGENCtES- In 

• 

~ a report sub"'itted to Ihe Con~ss in F.~ 
ruuy 1969. we compared It.e p~ool pro­
Irams~operated in L6s An!!.:!es County. 
Califo",ia. dl/rinI!-'e 196~~7 SCIi'''fl )'ear by 
the Office or Economic Opporturuty (01i01 
and by the Office of Education and the Social • 
and Rebabilitation Service. o~th. OepartlQl;.nt 
of Healtll. "~u~tion . and WeIr.", (HEW' .~\· 
~portctl that differences exisl,'" in the t)·I'<·s 
and degrees of services pro,;ded 10 the .iI­
roUees in the :ltta5 of eduction .. hc31th. nutri ... 
tion. and social .services in three f,·d .... Uv . . 
supported "rescbool prograr:-s. In the arca of 
proJPtm .admL'listration", we reported Ihat 
differences ex~ in sucli=as as (a) age and 
income enroOment ~riteria . (b) slaff qualili· 
ation re'l'Jirements.nd sal:!rics paid. (c) sl.ff 

• workload ad responsibility. (d) program 
dUr.ltio".and (e) program ev;dllation. 

On the basis of our rev;.,w. w. believe 
that. to realize maximum benefits from the 
prachool progr-JIS and to a\<Oid inconsist .... 
des and p<Y.sible inequities amonl disadva ... 
taFd children being served. there is a need for 
coordinated direction of the prognms .mona 
the Fed~ ~des and • n,'Cd for considera­
tion of the dninbility of p~'SCribinl! com-

• 
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pa:3N~ criteria for enroUmen:. comparable 
suiddines for sen ice!'. :me; :1 standa.--d t~ml of 
enroUment among the preset.col progams. 
Further .... ·e believe that there is a need for 
rvalu.tion of th! comparative d~es of 
sucocss that have been attained in the ,';nious 
prop-:lms. since. in our opinion. such .:m evalu· 
alion ... ·ould fOlm a con-tructive base: for 
future rrograms. 

The need for more effect;ve coordin.· 
tion of Federai progr:!ms was ",cognized in 
~tion 631 of the Economic Opportunity 
Act of t964 •• s amended December ~3. 1967. 
This section provided for reestablishing the 
Economic Opportunity Council. in pari. to 
assist the President of the Un;ltd States in 
providing for the coordination of Fderal pro­
grams .nd .clivilies ",bted to lhe act and in 
rcsol\'ing cliff.",nces arising among Feder.l 
departm<:nts and agencies with ",spect to such 
progr.ams :md activities. 

The responsibilities of the Economic 
Opportunity Council. the Director of OEO. 
and p:orticipating Feder.l departments .nd 
"",nd.s in co·.!bining. coordinotin~. and ,-on· 
soli,btin~ pro!l"lms are furt~cr defim-d in sec­
tions b3~. 633. and 634 of the .ct. 

In \i~w of the in~onsistencit:s and pas­
sib~ intquitiM in serving d iSildvont.ged "hil· 
dren and the need to achieve a mo", 
roordin2ted effort in administering the pn" 
school programs. we proposed that the EC\>­
nomic Opportunity Ccancil detaminr 
whether the vari('us p~hool programs 
~minist~red by OEO and by the Social .nd 
Reh:abilitation Service and the Office of Ed .... 
alian. HEW. should be consolidated under 2 
sintde Federal agency. 

r ... .,ding such a deh:nninatiun we pro­
posed th.t the Secretary. HEW. together with 
the Director. OEO. and the Economic Opl'Ol' 
!Unity Council as 2uthorized by parr B of 
title VI of the Economic Opportunity Act ­
bite such .ctions as might be required to 
strenc!hen the coordination among the vari-
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ous preschool programs and to consid., the 
need f"r comparable criteria to t><: ~Vp'iCllble 
to the pr:>grams in the inte~ of providing 
mo.~ equal service to particip.>ting, dL<ad, 
vantaged children. 

We were infonned by OEO that as of 
Novemt><:r 30. 1968. the President had not 
yet appointed nlembe~ to the Economic 
Opportu"ity Council reestablished by the 
Economic Opportunity Amendment. of 
1967; bowever. both HEW and OEO ~dvised 
lIS of ~ctions t.aken by them Wt "'-ere respon­
sive to our proposals. 

The Acting Director of OEO infonned L:s 

that. putsuant to a ~tive fro .... the White 
House dated April 10. 196&. the &cretary of 
HEW Iud est.ablished a Feder.aJ ~nd on Early 
CIilldbood. The OEO ktter ~dvised us that 
the Panel which was composed of representa­
tives of Federal ag-:ncies Kminisl<ring related 
programs on early dlildhood. hK b«n asked 
to develop. among other thintts- rbns for the 
most 'HIective use of opentin,. research. 
training. and technical assisUDC'e funds avail­
abk to the departments ~nd ~~-;"s in ways 
which would support the objectl\'cs of all. 

Also. the directive prov;ded Wt the plan 
be devttoped so as to ~nsure wt program 
coordination. both in Wubington and in the 
r~ld. would be continuous and wt services 
would be available wberever needed under 
common st.andards and priorities and ;n wa ys 
wt wo:ilil actively involve State. 1oc:IJ. and 
pri\.'aie aaencies.. 

The Secretary of HEW. in his letter of 
October 4. 1968. sta~ "'a: the ~I was 
currentl, engaC"d in a series of studies and 
y..orl<in!- on a program caJkd 1M Community 
Coordinated Child Care ~ ... ilich were 
Kdress:d directly to the kind of mattets dis­
cussed in this report. 

III addition to the a~. 1M Congress. 
.meler section 309 of the Vont:ioNl 'Educ:a-
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tion Amendments of 1968. directed the Presi­
dent to make a :;peeW """dy of wbere the 
responsibility for administering the Head 
Start program should rest and to submit the 
fmdi:1gs of this s,udy to the COl'gteSS not 
later than March I. 1969. On February 19. 
1969. the President submitted the s~ 
study to the Congress and also directed lb.,t 
p~paration be made for the delegation of 
He,d Start too HEW. In accordance with the 
President', directive. responsibilit:y for ,I-..: 
He.:d Start program was delegated to HEW 
effective July I. 1969. (8-1S7356. February 
14. I 969) 

1 •. TRANSFER OF HEAD START 
ENROLLEE RECORDS-We ~ported to the 
Congress in February 1969 that the Offi,;e of 
Economic Opportunity (OEO) policy ..vhich 
requires that records of children enroUed in 
the Head Start program be transferred to the 
elementary schools "uhsequently attended by 
the children ,.'as not being ruDy foUowed in 
the program administered by the Economic 
and Youth Opportunity Agency of Greater 
Los Angeks (EYOA). Transfer of these 
records- wbcb contained irnport.ant data on 
tho cbiI.:Iren·s Head Start performance and the 
extent of health services provided. is neces­
sary to ensure that the children are not de­
prived of ccnain benefits of the program. 

During our visits to certain delegate 
qencies. we noted that the records of chil­
dren enroUed in the Head Sun program b:Id 
not been uansferred because their parents had 
root submitted to Ule ~len"'ntary schools the 
postcard ("tm which was furnished to the 
parn>ts by the delegate agencies for use by 
th£ schools in requestin, the records. After 
we discussed this matter with EYOA officWs. 
EYOA adopted a revised procedure wh.ich 
provided f« the delegate agencies to band­
carry the HtK Start enroUees' records to the 
appropriate schools.. 

.-' .. ' -.- . .~ -~ , '1' r. .. ~-< .. 
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lIy letter dated July 12. 1968. the Act· 
ina Director. OEO. informed us that exact 
procedures for the transfer of records could 
be worked out cnly at the localle.el and Ih~1 
the 1966 guidelines directed that provision be 
made for the transfer of the health· records of 
Head Start enroUees. 

Subsequently. OEO officials aclenowl· 
edged to us that. apparentl;· beC.1use of an 
oversight. the OEO Head Start guidelines 
islued in September 1967 did not contain a 
requirement for the transfer of enrollee 
records to the dementary schools attended by 
the former Head Start enroUees. We therefore 
recommended th:tt the Director of OEO revise 
the Head Start guidelin.:s to require the trans­
fer of enroUee «cords to the elementary 
schools attended by fonner Head Start en· 
roDees. (8-!57356. Fcbruary 14. 1969) 

15. INCREA~E;; ENROLLMENT 
IN THE HEAO START PROGRAM-We 
report~..s to the Congress in February 1969 
that we believe that the enroUment of chil­
dren in the Head Start clas5es in Los Angeles 
County could be increased if the O.-fie. of 
Economic Opportunity (OEO) class enroU· 
ment critem were n: ;:.cd to give recognition 
to the avet:lge daily attendance of enrollees. 
lbe Head Start closs size recommended by 
OEO was IS dUldren with a maximum and 
minimum mroUment of 20 and 12 chil:lren. 
respectiv~ly . We found that the enrollments in 
Head Start classes "'ere limited by the Ec<>­
nomic and Youth Opportunities Agency of 
Greater Los Angeles (EYOA) to I S children 
and that additional children could have be'"fI 
enroUed since the average daily att .. ndance for 
the classes of selected delepte agencies was 
.bout 12 childr.-n. 

Afler we brought this matter to EYOA's 
attention. EY )A advised its delepte .&eflCies 
in Much 196/ to increase the enroUment in 
their classes. As a result of the increased en­
roIImcnt. a total of S23 additional children 

' .. 
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wne being served by April 30. 1967. We 
estimated that these children had been accom· 
modated during the remaining 4 months of 
the progr.lm year at an additional cost of 
about 539.000. or about S3SS.ooo less than 
"" estimated would have been required to 
.:sbblish new clas.ses to serve a Iilee number 
of children, 

We proposed that the Director of OED. 
to inaease the number of children p.rticipat· 
ir-& in the Head Start programs and to obtain 
the maximum bcne!its from the resources 
provided by OED. revise the instructions per· 
taining to cbss enroUment to provide that ' 
pantees. in settil.g c13ss levels. give recogni­
tion to the average daily atlendan.~ . 

By letter dated July 12. 196&. the Act· 
ina Director of OED informed us that OEO 
believed that grantees should be encourall"d 
only as a last resort to enroU ~dditional chil· 
dren where absenteeism becomes :an acute . 
problem. He informed us also lhat OED 
~ th.t Head Start teachers and social 
workers should not consider ~bsent chiJ1rcn 
exp.."ndable or replaceable but rather should 
gi\-e !.'lem the intensive attention needed to 
O\-ncome the dropout probl.m, 

The intent of our proposal was. in part. 
to pennit a greater number of children to 
attain the benefits of the Head Start program, 
Although we agree with the concept advanced 
by OED. we betieve th~t. as a practiCal mat· 
ler. actions cannot be taken that would re­
duce absentcrism to • point whe"" OEO's 
recommended studenl·to-teacher ratio would 
bernet, 

We therefore recommended that the 
Director of OEO revise Head Start OED 
pUddines to require Head Start rnntees to 
enroll • sufroci.ent number of childr.-n to 
msun: that the average class attendance is in 
Iiae with OEO's desired starnn, patlerns. giv. 
ina due consideration to prior enrollment and 
attend:ance statistics and to the need to iden­
tify. and taU appropriate action (1f cor· 
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reet, the causes of absenteeism. (8-151356, 
February 14, 1969) 

1., YNCOME ELIGIBIL,ITY STAND-
• ARDS-In a report subrrjlled to the Acting 

Director of the Office of tconomic Oppol" 
.... tunity (OEO) in September 1968 on our review 

of the Lep! Services program oper.tir.g in the 
cities of PhiI.delphia and Pittsburgh, Pcn~l­
v.,ua, we reported that, under the OEO legal 

• services program guidelines, the delegate .gen­
.:ies were permitted to adopt eligibility s,-"d­

• 

.' 

~ lids that cont3ir.ed higher income limitations 
than those used in " ther OEO programs. We 
u.. reported that the .lIorn.Yos p.rticipating 
in the Pitt<burgh progt:l.'I1 were not following 
tbe eligibility standard adopte; for their pro­
Pain but were following standards that.lhe 
attorneys individually detennined to ~ppro-. .. ,. 
pnate_ • . , . 
- The dif:ctor, Legal Srrvices program.ln­
formc~ us that variatons fro'" OEeP gen«.1 
income criteria were juslific:<' because (4P) re­
cional dirreren ... cxi.<·ed in the co~ of living . 
(IV "'e .nifonn pov<rty standardYNould be 
"appl""ri.te because o f lI:e high cost of I<gal 
services. and (c) it was desigble to "'ave the 
same income standard as that of the 'local 
le.,1 aid scpety. 

• 
• 'We .questionqj, whether these reasons jus-

tified t!I~ use of'!irrering income eligibility 
standards in >the legal services program. We 
believe that regional differences in the cost of 
flYing and in tbe cost of the services orrered 
"'l"'!d exist ... ith respect to other prop-.uns 
fUYIded by OEO. Aside from this question. we 
believe inequalities can result when attorneys 
in a particular program .,. pennilled to indi­
Yidually establish criteria. 

We recommended that OEO review the 
propr'.ety of its policy of pennittin& the estal>­
\ishment of income eligibility standards in the 
kpJ ,....,iccs program which may vary from 
OEO's cencnUy applkable' guideline'. We also 

...... _._ ... ;'1'"4~', ." ....... : '.";'';'' ,/ ,'" 
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recommended that attorneys of the Pitts­
bargh propam be required to apply income 
digibility starl<!ards on a uniform basis to all 
persons assisted. (Report to Ih. Acting 
Director, Office of Economic Opportunity. 
September 5. 1968) 

17. ADMINISTRATION AND 
OPERATION OF THE HEAD START PRO­
GRAM-In February 1969 we reported to the 
Congress that our review of the Office of 
Economic Opportunity (OEO) Head Start 
services provided by ddegate .gencies of the 
E:conomic an:l Youth Opportunities Agency 
of Greater Los Angeles (EYOA) showed that: 

-Services were not bemg made available 
on a basis that would permit all d i~ 

vantaged children thrOJghout the 
county to I'\.'t..<e an ~al ocportunity to 
pa'1ic~c in the program . 

-Chilc7en were not efWOUed in claSJeS in 
sites nearest to their homes, wh ich reo 
SI..&ItE:d in I"M"'t keeping to a minimum tht! 
bu~ang of children and the tr<Heling by 
~y personnet to children's homes 
and by children's parents to ... la3!:. 

- Some class Sites of delegate al}encies 
~ widely dispened. As • result. 

",-"ision could not be prowOed on 
the most eH icief'lt and economal ~ 

W. reported also that the ddegate agencies: 

-Had ......,1o·f<\I cortai, penons who dod 
not meet OEO·~. prex:ribed qUdl if~ 

lions for the POSH.orts w ithout docu­
mentin9 the .,-.c:tes' justlfQtion for 
deviati~ from the reQUII"eO •• nts. 

-H3d IeiDed certain classroom spKe at 
rates that exceeded those spt!Cifio!d in 
OEO l1>'ideh .... and apprC>led budge .. 
and Md ac::cq)ted ceru'" classroom 
.... ~ as , non-Federal-' of pro'"'''' 
costs .'thouih such Action was 
specif ically prohibited by OEO 
11>' idelines. 
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-Were not fuliV do·cumenting 
expenditures of Feder~ funds. 

-Were not determlnilYJ 1M eltgibility of 
ch il dren f rom military tamile for 
enroll ment in the progr3m in 
KCOrdanc:e with OEO·! criteria, 

We proposed that. to reduce ins:"n_", on 
noncompliance with OEl>prescribed crite.,.,. 
instrurtions, and procedures. the Director. 
CEO, :~:valuate tbe allocation of OEO'; 
proll'.:m l'CSOurces so as to ensure t!l.3t 
sufficit nt emph3sis is being given uy OEO 
regiona: office peBOnnel t" maintain a cIo<e 
working relationship a' Ihe local level. We 
proposed also that the (';,-ector. OEO. 
reemphasize to the Western Regiona: Director 
the need for limely and effective guidanee. 
supervision. and "",jew of the planning and 
operations of EYOA's Head Slart program. 

The Acting Director of OEO informed us 
that 01.'0 had been .culely aware of the need 
to develop effective monitoring systems. to 
provide useful guidelines to Head Start 
,m>grams, and to ensun thaI needed program 
information !lowed smoc' illy from OEO 
through the grant .. I!) the delegale agencies. 
He informed us .Iso Ihat OEO had been 
wor\.:ing to build up the stoff of the regional 
offi.:es to a level suffICient to provide the 
needed guidance. supervision. and review. 
(S.IS7356, February 14. 1969) 

1 •• ENTERTAINMENT COSTS-We 
rep.n1ed to the Oirrctor of Job Corps in 
October 1968 that. during our review of xb· 
"ties of the Albuquerque Job Corps Center 
for Women. Albuquerque, New Mexico. we 
DOted that certain costs of questionable allow· 
ability had been inculuded in vouchers suI>­
mined to the Off..:e of Economic Oppor­
tunity (OEO), by theconlnctor. Packard Bell 
Electronics ' Corpontion. for reimbursement 

under CMua" OE1>2480. Included in these 
costs were several insrances where expense 
reports submilled by Center personnel for 
reimb"",ement by Packard Bell included the 
costs of food and/or entertainment fu",ished 
to OEO employees. 

Although it is recognized that OEO's 
Standar,:, of Conduct for Employees provide 
that employees may accept food and refresh­
"" nt of nominal value in the ordinary course 
of a luncheon or dinner meeting or other 
meetings when the employee's attendance at 
the meeting is in Ihe interest of OEO, we 
reported that the frequency with wbich cer­
lain OEO employees had accepted food 
and/or entertainment provi:!:':! by contractor 
officials warranted the attention and review 
ofOEO. 

As a result of our report, Job Corps 
cbanged its policy 10 slate ·····mat all con­
f...,nce meals and/or enlertainmenl in which 
Job Corps .:nployees .nd conlractor per­
sonnel partici;>ate, will be on a 'dut.:h Ireat' 
basis . without exceplion." (Report to 
Director of Job Corps. Office of Economic 
Opportunity. October ~, 1%8) 

19. J"IB CORPS GRADUATION 
REQUIREMENTS-In a report to the Direc­
lor of Job Corps. Office of Economic Oppor· 
t .nity, in September 1968 on our review of 
the operation.' of :he Omaha Job Corps 
Center for Women and the I:xcelsior Springs 
Job Corps for Women we reported that the 
respective centers differed in their require­
ments for gr::duation and tt.al the opinions of 
various staff me" hers appeared to be the con­
troDing factor in d.:termining whether a corps­
woman had qualified for gr.dualion. 

The Excelsior Springs Center's require­
ments for graduation in a vocation consisted 
of completion of courses such as Home and 
Family and World of W~k, completion of the 
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basic educational c""",," required to bring 
the achievement level of the corpswoman up 
to the gnde equivalent level designated for 
the vocation ",Iectcd. and completi.:-n of Ihe 
vocational educational coulSes and on-I he-job 
training (OJn designated for Ihe vocation 
selected. 

Our review of tbe Excelsior Springs 
Center rttOrds for selected c..>rpswomen who 
gradualed during Ibe period of our review or 
had supposedly completed their Imining 
except for OJT re"eaIed little information as 
to when and lhe manner in which they had 
obtained Ihe achiC\'emenl level required for 
gnd~ation. Although the records reviewed 
generally indicaled the various courses laken 
by the .-orpswomen. there was lillie docu­
mentalion in the files to show when and how 
the corpswomen had attained ltoe specific 
skiDs required for lhal vocalic.n. According 10 

center officials. lhe teachelS determined 
whether the corpsv.'Om,-n had progressed to 
the level required for grnduation. 

At the Omaha Center officials advised us 
that Ihere were two basis prerequisites for 
gndualion. The filSl pr<requisile consisled of 
a coUc.:ln-c evaluation by teachers and slaff 
m~mbc-rs tnat the: corpswom.an was c:mploy­
"bl.-. The olber prerequisile "' .. the ",lis­
factory completion of the first Ihree sleps of 
" persc>mJ d ..... c1opmenl progrnm whicb con­
sisted of five Life Skills" steps. Center offi­
cials staled lhal although the enroUees were 
encour.."e<J 10 complete all live ste!". only 
the rlJ'St three Sh:ps wert required to be com-­
pleted prior to graduation. Our review of 
Center rc.:ords for 37 enron ... who were 
gnodualed in April 1967 sbow,d that only 24 
oi tbe 37 had compleled tbe Ihree required 
steps. 

'fie ' reported that Ihere w .. a need to 
develop and .pply uniform standards for 
dekrminin& when a corpswoman wos quali­
fied fex gradu.ti.,n to ensure that graduates 
had a:hievcd accept,,!)le standards of conduct 
or prop .... 
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In December I96S. 0;,0 reported Ib,,: 
all women's centelS had Cftablisbcd grndua­
tion cr".:ria covering vocational. academic. 
and sorul achievement. (Report to Director 
of Job Corps. Office of Economic Oppor­
runity. September 19. 1(68). 

" 20. ADMINISTRATION O~ HEAD 
START GRANTS-In May 1969 we reported 
to the Acting Director. Office of Economl'c 
Opporrunity COEO). that OEO needed to Ca) 
improve controls over grnntces' fU1anciaJ re­
porting !o ensure prompt dispositiot. of 
unob6gated funds ",maining witb grantees .t 
the end of Ihe uant perioo and (b) strer.~hen 
3Ccounting controls o'er fuods returned to 
OEO by gnnlees. • • 

We evalualed OEO's po6cics and rtoc:'<­
dures for controlling grant (unds and made an 
examination of fIScal and other records for 
sclccted HC2<l Start program grnnts al OEO 
Hcadquaters in Washington. D.C .. and the 
OEO regional ~ffi<es in San Francisco. Cali­
fornia: New York. New York: and Austin. 
Texas. 

We found thaI. because OEO had not 
~ffectively administcrui the frnancial report­
inc requirements of Ihe gnnl programs. it had 
no accurate knowledge of the starus of Fed­
eral funds in the hands of gnntees or the 
amounts which should have boCn rerurned 10 

OEO. For example. our rev~w at OEO Head­
qumers of .. lectcd Head Start gnnts funded 
in fISCal ~eu 1965 sho_d thaI OEO had nol 
received the required fmancial TCports from 
81 pantees who bd rccavcd Fedeal fu.nds 
totaling abo<.l )9 million. Our review at tbc 
OEO regional offices also showed th;at 
&rantces were not submiltinl the required 
financial :reports. 

To ccxrcct this situation. _ rec0m­

mended that OEO Headquarters issue orders 
and' instructions 10 emphasize the need for 
strict enforcement of pant prop3lII require-

- . , 

. ' 

• 

~ -

- IJ 
V ' j 

• , -... 

- , 

o 



• 

• 

• • 

• 

. ', 

' . 

, 
I , 

i 

ments and to establish effective controls Clver 
tbe-progr:uns. 

,;. In additioo to the above, we found thaI 
the financial rq><>rts of 105 g."",tees Ihat had 
r.'ifi..,d Federal '-unds totabng ov~r S4 
milIIon 'showed a total of about Si50,OOO in 
unexpended f.::;ds. We were unable 10 find 
anyf:'idence Ih:lt OEO h~ received or depos­
ited any of tbese funds. Upon subsequont 

. examination of tbe funds received by OEO, 
_ note4 Ih:lt S82,OOO of the 5350,000 had 
II&. received and depa.ited in the U.S. 'rreas-
III')' but that most of Ibese funds had :10: • 

~ed into OEO's accounting records 
• ~ the time of receipt. • .. . 

We beliew: that it is oBO of manage­
menl's prime responsibililies to Cl1S\Ire thaI 
the 3SCncy comply "'ith tM laws and regula- • 
lions applicable 10 tbe receipt and disbu""",. 
ment of public monies.. We recOmme~d.d that 
mmap'~nt ensure Ibat funds received are 
promptly entp i • .o the a~oun£n, records. 
We recommended also lhal C'~O continue tIs 

. acti.xls 10 r .. kr the unexpen,:..J baiances of • 
Head Start grants. (Report to the Ac_ 
D!rector, .0I'f~ of Economic <pportun!l"y. 
May 9, t969) . " 

• 

• 
• • 

. . • 2). £LjGI81L1T,\ CRITER IA FOR 
THE HEAD St"""T PROGR'.II-In a report 
submitted to the ColIgress iii February 1969, 
_ repq<ted t/r3t over 490 children who were 
cmollOO in the Head Start classes in los 
Al::c:les '4f'unty were ineligible on tbe basis of 
tt.e b~ly income crilerion estaUished by the 
Office of ("onomie Opportunity (OEO). We 
also rq><>rted that about 200 children who 

. wa'C enroUed in the program-some of whom 
may be includ-:d it: the ptLp of O"~ 
49G-did not _ I.ou, oro _ criterio~ 

• 

! . SiDa: funds "eft aot ,nade zvaiJato!e to serve 
I . all tbe e1iJible children in Vos An~es 

.j County. it appeared that the enroIb ... er,t of 

• 

• 

; .. '-

taged children of an opportunity to partk.~ 
ipate in the program. 

It apreared also that medical servi..--.s 
"'ere provided to abc.ut 100 children and that 
dental services were l'rovided to .bout 580 
children who were not entitled to t~ " . ices 
under OEO's polic, and its grant , " OOIl .. nt 
with the Economic and Youth OpPO' !Unities 
Agency of Greater los Angeles (EYOAI 
because controls had nol been established to 
prevent Ihe fumishiJ1j; of the services 10 such 
cbildren . 

We estimated that program costs alloca­
ble to ser" ;ces provided to Ihe enrollee, dufo 
ing Ihe 1966-67 program period amounte"" to 
a minimum of .boul S451 ,OOO for child,.... 
who did not meet the age criterion and about 
530,000 for chilu...::n who were nol entilled to 
receive medical and denIal servic,"" 

• OEO established income and < I.e criteri2 
• for determining eligibility of children for 

enrollment in Ihe program and for deler­
mining the exlem of medical 3nd dental SCT\" 

ices to be provided : however, OEO did not 
establish adequate controls for ensuring filii 
compliance with the criteria. 

We believe EYOA's practices in admin. 
moring eligibilily requirements evidenced a 
need for improving the effectiveness and It...,.. 
line.. of guidance, communicalion. and 
review by OEO 3nd EYOA and a need I?r 
imjUOVing Ibe cooperative planning bel ... """ 
I:OYOA and its delegate agencies so that scn­
ices can be provided to those children who are 
entitled. under program !lUidelin ... to such 
~es. 

. , IDdilible children de;>ri.~ euplllc.. disad, an. 

After we brought our findings to 
EY~A·s attc:ntion. it is..rued instructions to its 
dcJepte agencies requirin& that imr..edi.>te 
skp< t .' taken to comply with OEO's inoo ..... 
eligibility requmments. s,lbsequenUy, we 
'''''''' "",lise<! by !:: YOA that 4'1 I ineiipbJe 
"'" ,Uees had b.,;"" dropped from Ibe program 
and Ibl they h3" btt ... promptly replaced by 
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diJi~ children. We nlirmted liut the 
~t of the 491 inclilible children in 
the program wi~h eligiblo< children rC'SUhed in 
the redirect;on of funds of about 5159.00') 
durin, the 3-mvnth period ended August 31. 
196 /. EYOA advised uS:l1so that in the future 
only disildv.nuged chi~ eligible under 
OEO age and incom- crilcTia would be 
enrolled in the prograrr_ 

We rrop.>SCd Ihat the Director of OEO 
(.I) Ittmphasiu to grantttS mel their dekpte 
qencies the noed to compl)' with eligibility 
criteri;l. (b) have the Western r..,gionaJ 
""i=toc 'V.IU3I~ the dT«tivrress .'f the 
L'"tions taken by E , 'OA to ......., fully ,<'n",:,' 
with the eligibility (rit"';;' md of the e((ort< 
by EYOA's field re~utives. and (c) 
encourage Ihe fuU , .. rtid pation by the dele­
r-te agencies in the prq>;znoon .If the Head 
!.iart proposals. 

The Acting Director 0( OEO. in com­
mrnting on our !ill.linp an.! proposals by 
letter dated July 12. 1%8. wormed \lS I .... t 
OEO had taken the folJooa;",: ·tic .,s lowa'd 
attaining Ihe objeclives of wr proposals. 

-Seve," cO"1liemenurv ~ hod 
-. ~Ioped to<"'-"'9 the effec· 
tiveness of gran1lPe rtC'.Ilt1l""1 and 
ocr_:nv offoru .,. ' .,. _loC>ing 
.,idel ines wh ic~ . .t he'P the 
fI.mees KC'"). "Iish... ... UIa 

-A 1P«ialfy rtICN iteci $P' A made $III! 

Yisiu 10 Ibou. 7eo ........ .;w, ptogqms 
in 1966 .-.cI lP67 -or tt. ~ ~f 
foaJsing 1I)eC..aI .~ tlllOn on prob\ems 
of inc:::ome e-IlQlb il¢\ • .-d. ,IS I reuh:. 
Head Star' 9Jidol..., hod bftn , ... ....s. 

-1 ~ Director's office ~ tSLJed soecel 
insttuaionl to Reg.onIf Olf'tlCtor1 on 
d'Ie N'OCWLMU of era.rlWlltNt ircon<lf! 
efiv~"ity ~idel ines ~e ob5erwed. 

-The OEO West.,." R .. ""' Off;';' had 
atlblished _ spkiII :.~a in los 

Angeles 10 in-c>r'-""' ~oc.o'oOn one! 
_......",wi"'~ __ on. 

.. ' 

'. 
J 

-EYOA hod ;no-; , T«t;"g, 
wim the r>fO'Tr' _ <JA its dele-

gote ogene ... OE. .elines "'_ 
the need for ~u:ter ..... tt ipation by \he 
delega.e agencies and bv .he He..:! Start 
parents in prOl7~ plalV'lIng. ~ the 
Head Start ~IQtton was designed to 
make tf't is reQuirement etfectrve.. 

(8-157356. February 14, 1969) 

22. ACCOUNTING CONTROLS 
OVER CASH ~DVANCES-In Junt' 1969 we 
reponed to the ConlfC<S on our review of 
selected aspects of payments .,d charges 10 

Job Corps members by Ihe Office of 
Economic Opponunity Operations. Finance 
Center. U.s.. Armr (OEOO-FCUSA). Indiar>­
apobs. Indiana. for Ihe Office of Eco!lomic 
Opportunity (OEO). lhal Ihere was a need 10 

improve financi21 conlrols over Job Corps 
allowances. 

tinder an intef2lency agreement. OEOO­
Fct1SA ",al<n paymenls for lhe Job Corps 10 

all OO!pS members for various Iypes of .1I0w­
ances. In calendar year 1967 such payments 
amounted to about S' 05 million and OEOO­
Fct1SA was reimbursed by OEO in the 
amounl of SL6 million for the cosl of lhi. 
operation. 

From a Sbtistic:al sample. we estimated 
tNt in 1967 Job Co,!", cenlers did nol rcpon 
cash adv:onas of about S I !5.000 to OEOO­
Fct1SA becau.se of inadequate accounting 
conao ... We es'imated t .... l. if the advances 
had been property reponed. aboul 5115.000 
could ha.e been dedueled from separalion 
n)·....,nts. 

We also found 1 .... 1 uncxC'JSed absences 
foc wlUch corps members were not entitled to 
aIIow2nccs were not properly reported to 
OEO().FCUSA and chal OEO's policy requir­
ing re.oovery by the Job Corps cent .... of Ihe 
unused portion of Government·furnished 
InDspOrtation or meal tickets ..as not being 

'l,oo .:.-',,~ -- - ... . .;..,- _._ .. _. -



implemented and OEOO-FCUSA waS not 
nctified so that the amount due 'enninaled 
corps members could be reduced by tho value 
of the unreturned tickets. 

Although about 5,600 terminated :orps 
members reenroll annually and our tests 
showed that many reenrollees may have debts 
outstanding from prior enrollment, policies 
and proa:dures did not call for collection of 
such debts upon reodmittancr. 

We proposed that OEO conduct a study 
of all areas affecting corps mrmbers' allow­
ances to establish a set of unifonn polici\'" 
and to develop adequate instructions and 
guidelines for use by center directors in estab­
Iishi", beller control over advan..:~'S and other 
amounts due or to be collect.>d from corps 
memboors. 

OEO and the o.partmcn, ot the Army . 
in commenting on the dr~fl report. e~pressed 
cenero .. a,,-ccment with our findings and pro­
posals and advised us of a n .. mber of correc­
live actions taken or to be taken. 

We believe that_ if the actions taken or 
being takcn by OEO and OEOO-FCUSA are 
satisfactorily implemented. overall control 
over corps members' pay and allowances 
should be materially strengt:oened. However, 
we understand that OEOO-FCUSA does nc-I 
plan to reconcile amounts claimed by ccnters 
to reimburse their imprest funds with 
amounts advanced to corpsmen for certain 
needs. 

We therefore, recommended that the 
Director, OEO, make the ncce>sary arrange­
menlS with the Department of the Army to 
baYe OEOO-FCUSA reconcile all types of 
advances at least on a test basis. (S-130515, 
June 30_ 1969) 

FEDERAL-AID AlRPOltT PROGRAM 

23, "'RPORT SPONSORS USE OF 

.... --
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FUNDS DERIV:;D FROM SALES OF DO ­
NATED FEUERAL LAtHI-We reporled lhat 
airport sponsors had used proceeds derived 
from the .... e of GovemmenH!onated land to 
offset (a) the sponsors' share oi the cost of 
Federal-aid airport pro,,-am (FAAP) projects 
and (b) the cost of airport developments nol 
eligible for Federal participation under FAAP. 
In some cases, funds derived fcom the Govern-" 
ment (proceeds from sale of Govemment­
donated land and FAAP funds) were sufficient 
to offset substantially all of a sponsor', in"est-
ment in its airport. The Federal Aviation Ad­
ministration's (FAA's) policy permitted air­
port sponsors to dispose .. f land donalk 
under the Surplus Property At< if, among 
other things, the sponsor agreed to apply the 
proceeds to the operaticn. maintenance. or 
improvement of a public airp>rt. We sug: ' 
gested that (a) FAA's procedures be revised to 
require airport sponsor> to use the proceeds 
derived from the S3les of donated Federal 
land to offset costs of airport development 
eligible for Federal assistance before giving 
addition a! F AAP funds to the spo~<or> ~nu 
(b) detennil,' the status of the unexpended 
proceeds and assure itself that such proceeds 
will be used for specific airport purposes. 

FAA revi5cd its policy to eliminale Ihe 
inequitable-matel-jng aspect we objected to 
and to provide greater assurance that pr'lCeeds 
from sales of doruted Federal land would be 
used for specific ai~rt purposes. FAA also 
agreed to take action to ensure Ihol unex­
pended proceeds would be used for specifIC 
airport purposes. (S-I 64497( 1). September 
24, 1968) 

FEDERAL-AW HlGHWA Y FROGR.-t'" 

24. FEDERAL EMERGENCY RE­
LIEF FUNDS-In a leller t ·~ the Secretary of 
Transportation in June 1969, we question"" 
the propriety of using Federai eme"ency 
funds to filWlce 100 percent of the cost of a 
four-lar .. bridge and approac"es to replace the 
two-lane Silver Bridge which collap"'d ' at 
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t'oint l'I=t. west Vir[!ir.i>.. in Ot:c..,mber 
1967. 

.llIe repi.;:cment bridge. estimated to 
cost about ShU million. was r. locat~ 

do" .. nstream from the old bridge. :l!ld about 
$7.6 million of the estimat~ cost was direct­
i) m.ted to tbe cost of constructing ap­
pro:>.::hes. 

Federal hi~w.y I~tion authorizes 
the IKe uf Federal emell"'ncy funds for the 
Jq>a.ir or reconstruction of highw3ys seriously 
cbJMged :IS a result of dislsters or catastrophic 
failures. 'The Secretary of Transportation is 
authorized to finance. with emergency retief 
funds. up to 100 percent of the rep!Joement 
rust of a comparable fadliry if the Secretary 
determines it to be in the public interest. 

We roncluded that two-lane bridge and a 
four-lane t-ridge were not co:nparable b size 
and (':Ipaci~' md advised tIK Secretary that 
the a:tion taken in approving the usc of Fed­
n :1l emergency funds to fin;mce 100 percent 
of the COS! of constructing a four-lane bridge 
and approach .... as • comparat.1t replacement 
for the old bridge. w:lS not consistent with the 
enabling lettisl2tion or the policies established 
by the Federal Highllo."y Administration to 
implement such legisbtion. 

We recolJ'mended that Feder:tl participa­
tion w.th emergency funds be limited to the 
estimated cost of a two-lane hcility built to 
current design st.ndards. In addition. we roc­
OI!IJIIended that Federal participation ",itb 
ftnel'J'!ncy funds in tM eGoSt o! the a.~ 

...-:-hes be limited to the estimated cost of 
constru~1;ng or reconstructing the existing ap­
proxhes to a repbcement bridge at the old 
location to the extent that such cost resulted 
from the Cltast!Ophe. (8-I66IJ~. June 30. 
1969) 

211. FED~RAL PARTICIPATION IN 
COSTS OF STATE HIGHWAY SAFETY 

;. ',.;.11.' 

PROGRAMS-Our review showed that the 
Federal Highway Administration (FHWA). 
Dep.vtment of Transportation. had .. tab­
tished • policy for participation in the cost of 
State highway safety .ctivities which permit­
ted the Sutes to use the cost of their ongoing 
safety activities to match Federal funds made 
available for additional safety efforts under­
taken pursuant to the Highway Safety Act of 
1966. We noted that. :IS a result of this policy. 
some States were obtaining full reimburse­
ment for the cost of federally approved addi­
tional hi::hway safety activities undertaken 
and thai other States wen: sharing in the cost 
of such activities. 

Because FHW A's policy did not appear 
to us to be consistent with tile int,,"1 or Con­
gress. as expressed in the enabling legislation 
and its legislative history. and because it ap­
peared that FHW A was administering the pro­
gram inequiuble among the States, we recoe>­
mended to the Secretary of Transport.tion 
lhat FHW A revise its policy to ensure Ihat the 
matching of Federal and State funds be ap­
plied to the cost of addilional safety effor.s 
and Ihat the practice of using expenditures 
for existing St.le activities for matching Fed­
eral funds be discontinued. 

The Department of Transportation d~ 
a~d with our interpretation of the enabling 
legislation 3Rd declined to accept our recom­
mencbtion. Basically. the Department be­
lieved that the intent of Ihe Congress was 10 
pennil the States te; match the aV3ilable Fed­
eral funds with expenditures for ongoing saf ... 
ty activities of the States. We believe tbat the 
enabling legislation or the 1egislative history 
does not support the Department's position. 

We suggestc:l to the Congress Ihat it 
mighl wish 10 cr.nsider providing whatever ad­
ditional £Uidp",ce it decnled necessary 10 clari­
fy its intent with respecl 10 the manner and 
extenl to which Federal funds are to be used 
for funding Stale highway safety plOl!f3lll5. 
(S.hj53~~. June 19. 1969) 
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H.IMi'RO'lED A" 'RAISAL 
PRACTICES FOR RIGHT-OF·WAY AcaUI· 
'ITiONS-Wc reported that, from at least 
1961, wrveill..nce by Federal Highway Ad­
ministration (FHW A), Department of Tral15-
portation, right-of·way personnel in the State 
of Rhode Island had shown cor. tinuing weak· 
nesses in the State's appraisal do.:umentation. 
During this same period, the FHW A auditors 
had reported simibr weaknesses and had que.. 
tioned the reasonableness of the appraisals 
11121 were being used as a basis for Federal 
participation. We found that FHW A had not 
taken appropriate corrective action to require 
the State to make timely improvements . 

We examined 22 appraisal "'ports for 
properties costing a tNal of about S I.S mil­
lion and concluded that all of these appraisals 
were either incomplete or inadequate with re­
spect to the documentation supporting the 
Yaluation of the land or improvements. 

We RCOmmended that the Federal High­
way Administrator institute an ~ppropriate 

pbn of action, including. if necc:5SMy, suspen· 
sion of Federal participation in Sute right-of· 
way costs. to (a) obtain the improvements 
required in the Stale right-of·way acquisilions 
control system ~nd (b) provide 3S$Ur:lJ1CC tlut 
adequate support exists for the amounl of 
Federal participation in Ihe State's c1';ms. 

The Federal Highway Adminislralor 
agreed that improvements were nec4ed in the 
appraisal activities in Rhode Island and re­
vised FHW A's appraisal policy to provide 
specific requiremmts which are consislent 
with gmerally .ccopted appraisal practices 
and which will provide FHW A. Stale. and fee 
appraiSCJ'S with meaningful criteria for ('-e 
preparation and evaluation of appraisal re­
ports used as a basis for Federal reimburse­
menL 

In addition. the Federal Highway Ad­
mnistratOf promised .,ther c:orrective action. 
Including (al expansion of inspeelion-in~eplh 
activities. (b) intensification of surveillance. 

--- ."' '-- ... -.. '~--...... '- .... ._':. 
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and (c) "quitement that States b'! advised. b 
writing. of deficiencies nOled. Documentation 
for appraisals obtained by the State in prior 
years are currently being reexanlined. 
(~164497(3), November 19, 1968) 

F£D£R..f.L AID TO t:!JUCA TION 

27. ADJUSTMeNT OF FEOERAL~ 
CONSTRUCTiON GRAIo TS-The Office of 
Education (OE). Department of H",·I:n. Edu· • 
cation, and Welfare (HEW), makes grants to 
irstitutiOfIJ of higher education under title I 
of Ihe Higher Education Facilities Act "f 
1963 to assisl in financing Ihe construction of 
academic facilities intended primarily for 
undergraduate use. In a March 1969 report to 
the Congress, we expressed t_e belief Ihal 
opportunities exisled for Federal grant funds 
to be used in a more <I fective and equitable 
manner in accoml'lishing lhil. objective. 

Our review showed that OE had nol 
established adequale procedures for making 
timely reduclions in granl amounls for such 
reasons u decreases in estimated construction 
costs or ineligibilily of cenain costs for 
Federal financial participation. We found 
thai OE, rather than reduce amounts of 
Federal grants as a result of reductions in the 
costs of facilities as originally approved. 
allowed many grantee institutions to retain 
and usc such grant funds for procurement of 
additional items not included 'in project 
budgets approved at Ihe lime the grants were 
awarded. For 24 projects il appeared Ilwt 
reductiofIJ of aboul SSOO,OOO in gr.nts could 
have been made except thai OE had aUlhor· 
ized the institutions to retain and use such 
gran I funds, generally for proc~rement of 
additioruJ equipment. although the gr.nlee 
institutions had proo'ided assurances that Ihey 
would adequately equip the projects. 

We ex~ the belief lhal Federal 
granl funds COJld have been made available 
for other eligible projects if appropriale grant 

• 

• • 

• , . .. 

, , 

~Z:--·;J-'::"b!·i'Z · rS¥-'=-;_ •. ~~r:~,; ~~f,~-, .·. ··.-r - #·· >~, ' - .. ;;" _ _ ~ , ,, ' 7 ' /:.->!t-A3 ... 

~ 



• 

• 

• • 
• 

• 

. ', 

• 

reductions had 1>«:: m.de on a timely ""is 
aftrr a n~ for such redllctions b""ame 
app~t. We poL-.tC'd out that at July 1957 
about S755,OOO of ti ~le I funds had been 

~ • Il\3d~ ,,,,,,il.bIz for retum to the U.S. Tre:lSury 
rather 'han "5Cd for the title I p~ram 
hecausc reqtl\rC'd rC'ductions of 8,. ... nl; award~d 

• In fis.:'" year 1965 w.re not made by OE until 
, the tim<" had expIred withi~ which the funds 

0 ' . ' • could "'ve I>«n Jeplly oblig:lIed for ot:' .. 

• 

• 

.', 

• 

construction projects. 

• 
, t We re,'Ommended that HEW require : 

• 
- That grant adiustment practices ~. 

st,etlgtheued with I view towarC; r~· 

tng grants for-oecreases in estimated 
project costs arod that such feO..ict.ar'lS 
be mIde on a t j'ne1v basis.. • , 

-Thet r:roject f itcs applicabl~ to et ist ing 
gr""ts be ,evte-..~ for the purpose.,t .. 
rNJcing grants i~ th~ cases \~;e .. 
information. available indicates tha, _ 
.... .gtblt dP- etoc:m-.ent costs w ill be less .. 
~ . :. estin'¥"d ~( in which the , 

grants were ba!ed • 
t • 

HE\)' concurred in our reco~ndalions 
\n'd ·s.,.t,-.I th31 .<tions l1ad bcen taken or 
would t.e taken to strengthen gr.n'l adjusl' 
ment r~tices follo .. -..d by ot (B· lh~03.1 ( 1 I, 
March 4. 1969) 

• • • - . , , a •. USE OF FACILITIES CON· 
STRUCTED 'WITH FEDERAL FINANCIAL 
f<SSISTANCE- In a "'port 10 the Congress in 
Dec.mt.er 1968, w~ pointed ou I the n~ for 
IIjf OfrlCC of Educ.tion (OE). Department of 
He3111L Education, ~nd Welf.re (HEW), to 
strengthen its con trois for delermininlt com­
pliance wilh statutory restrictions on the use 
of academic facilities constru.:tcd with 
Feder:.l fin~ncial assistance. 

'The Higher Eduation Facilities ""t of 
1963 authorizes Federal assist.nc. for con­
stNctir-tt. among olher things, facilities 10 be 

... -").---

used as classrooms, laboratories. libraries. and 
"rel2ted facilities necess:>ry or appropri.te for 
the instruction of students. n 

We found that the regubtions 1SSUC'd by 
HEW were not de" as to the type of facilities 
considered .s not being "n:latoo facilities 
necessary or 'ppropriate for the instruction of 
students. h .nd that. because of the .bs.nce of 
adequate guidelines. some OE repres.nt.tn .... 
had not determined whet""r the fJCil ities 
wen: being used in comptian"" with appti~bI • 
rstrictions . 

Although we found indi<.."lions of only a 
f.w viol.tions of the use reslriclioltS 
applicable 10 al·.demk f.cililies constructed 
wilh Feder.1 assist. nee. we bd;"'ed t ... t t~ 
was a need for OE 10 tal issue more ddiniti,1O 
~uidelines selling forth t"" criten:. and 
methods to be usoo in .scertaining " 'hether 
institutions were complying "-ith applk;al\.., 

• - restrictions on the use of facililies constructed 
wilh Federal fin.ncial.ssist.""", .nd (bl rnake 
fe\'iews to ascertain whdhcr there was ~~m­
plianC1: ~th such .... tnctions. 

HEW informed us Ih.t OE ""3$ dcvotint; 
more attention to the refin.ment of 'rr\). 
cabk guidelines and wa. d.wloring plans f.,.. 
m.king system.tic compliance rev;' ..... 

beginning in fiscal year 1969. (&-16403111), 
December 13, 19681 

21. PROCEDURES TO DETER· 
MINE COMPLIANCE WITH INTENDED 
USE OF GRANT FUNDS-In a Sepl~mbec 
1968 report to Congressman Glcnard P. Li~ 
comb and to the Federal gDIItOf ~encies i .... 
volved, we pr=nled the teSUlls of our re""'''' 
of the administration and use of Fe.kr.aI 
grants for an educational laboratory 1"","ler 
projecl in Los Angeks. The projecl. which 
provided for the establishmenl of • ~ter 
~p Ie present four selected pbys 10 sec0nd­
ary school sludents during the school yev 
1967~8, was funded jointly by the U.s. 

'5" ';'-:";':--:;'~04"''-' 
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Office of Education. Departmefj' of Health. 
Education.. and Welf=. a"d by the l'alional 
Endowment for the Arts of the National 
Foundation on the Arts and the Humanities. 

We found that the accounting records 
and p~ures used by one of the grantees 
invo\Y~ bad been adequate to account for 
the ~pt and ~xpenditure of Federal grant 
funds but that the oth .. :;rant .. had not 
establi"'~ accoullting procedures to provide 
for the identification and recording of costs in 
a manner that would permit a determination 
of whether expenditures of Federal grant 
funds had been for the pUTJX>SCS intended and 
were otherwise proper and whether Federal 
p-ant funds had rernain~ and were returnable 
to the Government at the end of the grant 
period. 

We expressed the belief that there was a 
need fot the Fed=ral grantor agencies to take 
effective action to c1ari~y the responsibilities 
of p-antees and contractor; under the educa­
tional bbor.tory theater program. partic­
ubrly -..;th regard to the fISCal aspects. 2nd to 
assist sucb parties in resolving problems which 
t.:. 'd to binder efficient ad ... ;nistration of the 

prog ... '''' 

OfTtcials of the Federal grantor agencies 
subsequently infomlCd us of cenain steps that 
were being taken to co=t the deficiencies 
DOt~ in our report. (8-16~965. September 
13. 1968) 

30. DISBURSING STUD(NT·AID 
FUNDS-In March 1969 we reportec. to the 
Acti", Commissioner of Education. Depart­
ment of tk3lth. EduC2tion. and Welfare. 
on our examination into the administr:ltion at 
• coOqe in adifomia of certain a..;pects of the 
Federal prosrams for fmancial aid to students. 
We point~ out that. during the four aca­
demic semesters cnd~ with the 1968 fall 
~. S64's I S in 102,.. under the National 

31 

Defens.: Student Loan program and grants 
under the Educational Opportunity Grant 
program Iud been paid to 98 students who 
did not meet their school enrollment or 
attendance requirements. 

We found that the fuU amounts of loans 
and gr:>nls had been disbursed to the students 
for th~ "ntire semester about 10 days prior to 
formal registration and that. during the period 
betWttn the receipt of a loon and/or grant 
and formal ~gistration. the students were able 
to adjust their planned courses of study and. '" 
some cases. fell "elow the minimum requ ired 
number of credits or completely WIthdrew 
from school We exp~ the belicftlut the 
practice of disbursing the full amount of aid 
for the sem~ter before completion of regis· 
tration lent itself readily to the occurrence of 
such a situation. 

Collegr officials informed us tlut they 
were aware of the problems arising from this 
practice and had in<tituted some changes in 
.egistration ana aid-disbursement procedures 
aimed at minimizing instances of noncom­
pliance with the requirements of the federally 
:lSSist~ loan and grant programs. The changes. 
which arc planned for initiation with the 1969 
fall semester. include the impiemenl>tion of a 
procedure whereby students generally will be 
required to coordinate registration with 
receipt of aid. Additionally. disbursement of 
aid to a student who has been authori,.d to 
rtteive both :a loan and a grant will be made 
in two installments-the I".n will be paid firsl . 
at the bq:inning of the sen, .. ter. and the 
pant wiD be paid .t a later date. 

In April 1969. in response to our sugges­
tion.. tbe Acting Commissioner of Educa tion 
informed lIS that all schools participating in 
the student-aid program would be urged to 
adopt payment procedures that would pro­
hibit the disbursement of loans and grants 
before registration. (Report to Acting Com­
lIlission~r of Education. Department of ," 
Health. Education. and Welf.re. March 18. 
1969) 
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FED£Il.AL REGULA TOR Y ACTIVITIES 

. 31_ REOISTRATIOPI OF PESTI· 
CIOE OF QUESTIONABLE SAFETY-Our 
review showed tl:at there was a need for the 
Agricultural Research Service (ARS). Depart­
ment of Agriculture. to resolve questions of 
safety involvin;: certain uses by the public of 
pesticide pellets containing the chemical 
lindane. 

We found th"t ARS registered lindane 
pellets for use in vaporizing devices on a con­
tinuous basis in certain commercial and in­
dustrial establishments- such .s restaurants 
and other food handling establishments - even 
though there had been long·t<"" opposition 
to this practice by the Public Health Service 
and Food and Drug Administratil'n. Depart· 
ment of Health. Education . and Welfare. as 
well as other Federal. State. and private 
orjanizations. We pointed out that the con· 
troversy associ:Ited with the use of the pellet. 
stemmed from varying conclusions as to the 
adequacy of the scientific data that was avail­
able to prove that the continuous vaporiza' 
Iioo of lindane pollets in certain commercial 
and industri3l establishments was safe. 

We noted that ARS bad not resolved 
questions of safety raised by other Federal 
.ncies and by State and private organiza· 
tions. nor had it talten action to .... trict or 
dis:approve 11-.. US< of lindane pollets in 
aporizers in certAin commercial and indus­
trial establisbmc:nts after the products were 
first registered with the agency in the early 
I 950·s. We apressed the opinion that the 
Yery existena of differences of opinion by 
YUious ioterated organizations emphasized 
the need for ARS to taken action to resolve 
!be question of safety to human health. We 
~mended that the Secretary of Agricul· 
ture review the ARS policy of registering 
tile peDets with a view toward resolving the 
question. 

The Department of Alriculture's Direc· 

tor of Science and Education. in commenting 
on our recommendation. stated in November 
1968 that ARS planned to m ,et with (a) 
representatives of other Federal agencies to 
determine steps necessary to resolve lindt,ne 
problems and (b) medical experts who serve 
as collaborators to ARS for advice ani/coun­
sel on the use (.f pesticides. 

• 
Subsequently. in April 1969. ARS inir;· 

ated action to cancel the registr:ltion of • 
lindane products for use in vaporizin. devices. _ 
In its lener to registrants. ARS cited our 
report to the Congress and stated that. on the 
basis of its reevaluation of the toxicology of 
lindane. the results of its recent labe::otory 
studies. and the opin:on· of its medical ad­
visors. the continued registration of the 
products was contrary to provisions of the 
Federal Insecticide. Fungicide. and Rodenti­
cide Act. (8-133192. February 20.1969) 

LAND ACQUISITI<JN 

n. ACQUIStTION OF LAND FOR 
MIGRATORV WATERFOWL REFUGES­

In a report to Ihe Congress in September 
1968. w~ pointed out that the Bure.u of 
Sport Fisheries and Wiidlife. Department of 
the Interior. had acquired or scheduke! for 
acquisition approximately 60 porcent of its 
Federal objective. or 2.7 mill;;,n acres~f land. 
at an .. limated co.t of about S205 million. 
without. in our opinion. having established 
adeqUOlte goaJs and guidelines for deterrnininc 
migratory waterfowl needs. 

We expressed our opinion that, as a 
result of not having developed more spocirIC 
goals and guidelines. the Bureau. in several 
instances, had acquired grealer quantities of 
suitable habitat lhan were required to meet 
the needs of walerfowl in partiCUlar geocrapb­
icaJ nreas; bad acquired. or had scheduled for 
acquisition,. substantial amounts of biologi­
cally unessen tial periphenl refuge Lands to 
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gain control of suilable habital: and had 
e:<lablished refuges in areas of relatively low 
value 10 walerfow\. 

"' . 
Bureau officials advised us lhal Ihe 

BUlFat··s long-range"population objecti~e had 
jus'r reeedtly been defined and lhal research 

, . 
was tllpttled 10 gndual/y provide more deft-
nili .. " measurements of ~bitat requirements 
11>111 the observed use and empirical judgmenl 
on which Ihe prognm Ihen relied. ., 

• We recommended Ihal t/>e Secrel"'Y of 
the Inlerior require Ihe DireClor of lhe • 
Burqu Ito eslablish appropriale waterfowl 

• ~pulalion goals and reialM land investmenl 
GUideline» for future guidance of oF"raling 
officials. We slaled Ihat these goals shoulll be 
established. by specific geographiql orcas 
wilhin tach nyway. as standards upon which • ICquisitions of suitable habitat could ~ 
'ration2lly planned and coordinal.b. toling 
inlo ~deration the matters discussed in 
our report... •• • 

• 
We rec.Anmended ~Iso lhallhe Secretary -

consider limiting future a.quisi tions ,.til 
'l,ch goms 'al'd' guidelines are d ... ·eloped"'to 
help cdwre thaI Ihe limited fu~ds available 
will be used 10 the besl advanlage. We reeo.;\. 
mended further thaI prior acqulSlllons be 
~ualed in ligbl of SIlch goals and guide­
lines in onlp that bnds not r. :oded 10 11'.,-. I.,," 

n~Jt <>f .the ,!"gnlory ",terfowl refuge pro­
(U""..m mighl be .. :.eduled fo< SolIe or exchange 

• 
AI Ihe lime our report was issued. t~.e 

Department informed us that il was nel in a 
position_o comment on our conclusions and 
recommendations because a Secrelarial Advi­
"'''Y Board had recently cor.ducled a study on 
wht Ihe national wildlife refuge syslem 
she'lld I>P ~nd its conclusions and recomme~ 
dations were under detailed review. 

In February 1969, the Departmenl i~ 
formed us l!>al il agreed wilh our recomme~ 
dations for improvement bul disap-ee with 
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some of Ihe information in Ot:r .... norl , nd 
could nol occcpl our findings and condusions 
in lola\. 

The Department further advised us lhal 
numtrous actions were being t.1kl!n to 
improve the adminislralion of Ihis progn:n • 
including (a) developing a syslem appr03ch as 
a fra1!lework for improved planning. (b) con­
ducting a sludy on Ihe organization and gools 
of Ihe refuge syslem. and (c ) revising Ihe 
Deparlmenl's really manual 10 require fuU 
reporting of Ibe cosl and juslifICalion for 
acquiring land on Ihe peripbery of walerfowl 
retuges and fuU reporting of all signifi.:anl 
faclo:s affecting land acquisition 10 lhe Migra­
tory Bird Conservation Commission which is 
responsible for overseeing this program. 
(8-114841, Seplember II, 1968) 

LOAN PROGRAMS 

33. ESTABLISHING AND CON­
SISTENTLY APPLYING PROCEDURES 
FOR MAKING LOANS-In Augusl 1968. we 
reporled 10 th~ Cong:ess thaI Ihe Bureau of 
Redamation had nol eslablished adequale 
procodures for adminislering lhe small recla­
mation projecls ioan programs and Ibal. ,,"'hore 
procedures had been established. Ih. Bureau 
!>ad nol always required Iheir consisl<nlappli­
cation in making loans. Genera1ly, Ihe portion 
of a loan attribulable 10 providing waler for 
irrigat ion purposes is rep;lyablc wilhoul 
inleresl: lhe portion altributable 10 providing 
_Ier for dom.:stic, municipal. and industrial 
purposes is repayable with inttrcsl. 

lbe legislation establishing lhe small 
recl3rroatior. projects loan program indiclles 
l!>al projects construcled wilh loon funds are 
10 be primarily for irrigation purposes. We 
found, h"",-:-:"., l!>al. of Ihe 34 loaRS loW in, 
about S83.6 miUion made by the Bureau of 
Reclamation Ihrough JU">e I. 1967, Hve!>ad 
been II'Qde for pro;.cts which. on Ihe basis of 
information submitted by the loan applicants. 
would benefil primarily domestic. ind:tStriaJ. 

~j " 
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01' municip:d water = ins:""d or inil\3tion 
users. These five Io:>ns to",1ed S I 0 million. We 
recommc:lded that the Secretary of the 
IDlerior rcquir~ thaI .-onsiderdtion he gi'·.~ 10 
the prorosed pro';";:, desi", in detwninmg 
whelher Ihe loan is primarily for irrilPlion 
pufJlOS<'S and Ihal I.,..,." be fuDy repai" when 
Ih)nirrilPtioll usag.: =cbts 50 ""n.:enl. 

Our r.:vi<w sh<>~'ed thalllucc I<>-An recip­
;""ts wor< beil1~ all~ 10 «:>oY ""cr sub­
stantiall)' longer ""riocls of lime Ih.n war­
ranled. and we c:;timatro thai the delay in the 
ren.m of funds 10 ~ Guvemment woul:! 
eo>st aboul S3. ~ miDion in interesl. We recom­
:-oendcd that repayment ""riods be based on 
the repayment Clpa..;I}· expected to result 
from the pro';"ct and thai lho< repayment 
",,"ods be shorun,-.f ,.-hen Ihe cosl o i pre>­
ja:ts prov .. 10 be 1I:ss than eslima I,-d. 

We staled thaL in our opinion. an under· 
ftCOvery of aboul S~ 9 millien in inl""'1 
would result due to inajcquale rro""Jures 
fo.- alloCltin,g pro~cl costs between inurest­
bearin, and non-intttt'St-bearing ..:os's and 
lhal an undorrcco'cry of aboUI S~~O.OOO in 
inlerest would result du< 10 inappropriate 
criteria in aUocatinr: proj('~t -:onstnh:tion 
ad>-:m.:es to these purposes. We r<Commcndcd 
fhal procedures be impro<ro for allocating 
costs for rcpa)""",nts of inte ... !. 

In addition. we found fhal the Gove~ 
menl was incurring additional inte ... 1 costs of 
"boul S515.OOO b<:cau..., two loan recipients 
had been permitted inordinatf! .:unounts of 
time in wltich 10 ~n repayments. We 
recommcndro lhal I<WI repaymenl begin al 
the lime when pro';"':l bene fits. 3S ori~n3l1y 
pbnned. are Ii".'. realized. 

Department of lhe Inlerior officials 
acreed lnal lhe small rcebmation loan pre>­
cram eould be imprm"ft! wilh more positive 
and formal policies and procedures. 
(~II48S!. Au,,",sl ~7. 1968) 

. ~ 
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34_ INTEREST COMI'UTATION 
PROCEDURES FOR I'RICE-SUI'I'ORT 
LOANS-Our reviow of repayments by agri­
cultural producers on selected 1967-crop 
loans made by lh. Commodity Credil Co~ 
ration (ceq. Department of Agriculture. 
showed iliat lhe amounl of inte«st coDected 
by CCC under lhe existing m~lhod was an 
estimaled 5300.000 less Ihan I~e amollnt lhat 
would have been coUected u:lder the previous 
melhod. This · difference was attnnubble 
mainly ", CCC's policy of disregarding lhe 
monlh of repaymenl for inlerest computa­
tions. 

Under lbe grain price-support progr:un 
prior 10 ClOp ye:1r 196<;. a borrower was 
.:barged ir.tCTeSt at a rate of 3.S percenl a :;,ear 
on lh. 3tIlounl repaid for lhe actual r.='='=­
of day, lfut a loan was outstanaing. In 1964. 
CCC adopted a policy wtticl: provided for a 
simplified melhod under whicn the borrower 
was ~ a rate of 30 cents ""r SIOO re­
paid (fractions disregardro) for c3~h calendar 
tnonlh or mction IhOT'!Of ..... al lh. loan was 
outslanding. excluding lhe calendu monlh of 
.. poym.nL Xo inleresl .. -as charged if lhe 
loan W3S rep:tid in the ~ monlh as dis­
bursed or if the amount of loan repayment 
W3S kss tIun Sloo. 

To derenni."le lhe effect of lhe simpliCICd 
melhod of computing interest. we selected a 
random sample of 1.064 loans involving $4.4 
million of repayments. For this sample. we 
compuled the effective interest rate for lhe 
interest received. as weD as the amount of 
interest fhat would have been received had it 
been oomplltro on lhe basis of 3.5 percenl a 
year. Our compubtions show"" lhal lhe arer­
all effective annual interest rate charred on 
lhcse Joans W"3S 3.394 pcrccnL 

In ,iew of lhe focI that lhe change in 
policy for C"OIDI'"ting inlrr::st resulted .. , a 
loss of inCXllDe 10 CCC. we rec:ommendcd thai 
!be policy be reevaluated. We sugestcd two 
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"",thods that kPpearM to be mere equi­
lable-Other <a> ciwge interest on 3 daily 
bais or (b) retain the existing basis bul in­
cluele the full month of repayment in co;npul­
in, interest. In a reply dated July I. 1969. the 
Department acknowledged the need fo. im· 
provements in mailers of inleresl assessments 
and collections and inf.:>rmed us lhal it ex­
pected to make changes in 1970. <R~port 10 
the Executive Vice President. Commodily 
Credit Corporation. April 25. 1969) 

35. DESIGNATING EMERGENCY 
AREAS FOR AGRICULTURAL ChiDIT­
I'wsuanl to the CQnsolidaled Farmers Home ' 
Administr:ltion Act of 1961. as :unended (7 
U.S.C. 1921). emergency ,gricullural loans 
may be made by th~ Farmers Home Adminis­
tration (FHA). Department of Agric:ultun:. to 
established farmers ~nd ranchers if there is a 
gellCl2l need for credit in an area as a result of 
• natural disaster and if the need :annot be 

. met by private. cooperative. or otMr FHA 
sources. 

We found that the emergency area desig­
nations for three of the 14 countie< included 
in our revi<:w were not warranted because 
they were based on either inadequal< repre· 
oeutations concerning the extent of crop 
cIama&e and the general need for credit or 
tM possible future effects of a disast<r or. 
ClOp damage and credit. We found also that 
tM designations in three other counties 
should not have been made on a count)· 
bais since the :uea affected by the occur· 
~ of a natullll disaster was confined 
to much smaller. well-defined parts of each 
county. or the actual damages were Iimi ted to 
nlatiYely minor ClOps of a few fanners. Be­
cau~ of the emergency designations in these 
three counties. loans were made to individuals 
.... 0 had not suffered production losses as a 
rault of a natural disaster. 

Unwarranted emergency designations 
rcsuh in the reduction of the amount of funds 
aftiIable to alleviate the credit needs of others 

t . • .. '~. ;-..... _ .. 

-~- .. ---- . ' ... ' .. "'-' . 
• --.:-., ........ --.-1.:., :. _, '~':"'" -•• _". '. 

.. . ' -- , . 

who have been affected by • natural disaster 
and who :Ire un~ble to ob'ain funds from 
private or coopeJ?.tJve credit sources. Also. an 
unwarrantL'tI des'gnation results in emergency 
loans to brme:s and ranchers who otherwise 
might be Y.:rved by other credit sources. in· 
cludillK the FHA loan programs. at higher 
interest rales. 

We proposed that FHA revise its proce· 
dures to encourage the use of emergency 
Ioms 10 individuals who have suffered demon­
strated losses from natural disaslers so that 
the designation of emergency areas can be. 
postponed until such time as Ihe general need 
for agricl':tural ,red it caused by a nalural 
disaster ~an be accurately delennined . 

Subsequently . FHA slrengthc"ed its pro­
cedures for recommending emergency area 
designations and revised its loan-m,,!cing 
po!icy so that emergency loans will be pro­
vided only to those borrowers who have 
demonstrated substantial production Ioss.:s as 
a result of a natural disaster. 

Our revie", showed also that eme!"gCncy 
loans were being made when other FHA loan 
funds. al • higher interest rale. wen: available. 
Section 321(3' of the Consolidaled Fanners 
Home Administration Act of 1961 requires. 
in part. a delennination that there exists a 
general need for agricultural credit which can­
not be met from other responsible, sources. 
induding FHA progams prior to designation 
of a county for em,ergency l('l:'l;n assistance. No 
documentation W:I.$ 3vailable to show that this 
determination had been IR3de prior to such 
designation of the i 4 counties included in oar 
review. 

FHA colliended that emergency area 
designations could be made before other avail­
able FHA funds were exhausted and that Con­
gress never contemplaled thai a disaster desi:;­
nation should be withheld as long as such 
funds were available. We found no specific 
criteria in the ena'>lins legislation or.pertinent 
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Iepslatin history indic.tinS the intent of the 
Consrcss in this matter. We SUll&"sted that the 
Congn:ss might wish to cWify the bw ~gard-

• ing the use of funds in other loon programs 
~fore the usc.of emergency loans is ap-

.ro""". • 
• 

,. " . The Department of A1"ri~ulture .d,'lSCd 
Itte Chairm.n of th.!' House Committee on 
Go¥ernment Operations in May 1969 th.t (a) 
our ~port correctly showed the Department's' 

.position on dc:.:",ating emergency areas and 
malting 3-pcTcent emergency loa~ when 
othel programs funds ~re avail.ble and (b) 1><>-' 
dust this !lad been 3 Jon~bnding practice 

• without congressional obj.ction. the Deport­
ment &id not 5(e a need for legislation on this , 
matter. 

• 
We believe th.t. since the law or J>tr!:­

nCGt Jesisbtive history is r.ot su~ciently dear 
fCP4ding the usc of> funds from other pro- ' 
&r.lms before ei'ergency loanlunds are used. : 
cbrifteati8n of e"isting"lcgisl.ti~n is ",eded . 
(8-11487', March :4. 1969) • 

• 036 •• NTEREST COSTS ON RtPAIO 
. ' LOANS-til September 196" we reported to 

the Congrns on our rcv;.,w of. the in~rcst 
• ... tes the Commodity Credit Corporation 

(cce). Dcpal'lmcnt IIf AgricuHurc . charged 
~u<*'S on pri=p",,:t loans .nd on stor-

, ale ,,"cilit}" ond cq"'ment loans. We ex­
p~ the .;>inion !lut CCC should provide 
for recovery of i& cost of fman<.ing loans. 

• 
We poir.kd out that. :';·.hoogh CCC pm 

as ... as 5-3/4 percent. )'ear on its borrow­
inp from the V.S, T~ury. CCC continued 
to cbarge inte""t .1 tl:e rate of 3-1/~ percent 
a Yt2r on price-support loans and 4 percent a 
year on facility and equipment loans. We 
estimated that CCC could incur about S7.6 
miJ1ion more in inttrest costs for fmancinc 
IqIaid priCMupport loans for the 1966 CfOI-' 
than it would coUect from producers. We esti­
mated also that CCC could incur about 
S 154.000 more in interest ~'OSts for fUW1cinC 

. . ' .. ... : ..... ' -........ ;,. 
__ .... _ ........ '._.-':"":-00 ............ _~ ..... w. .............. ~ ~.:. ..... 

stora~ facility md equipment loans durins 
1966 th.r. it would recover from producers. 

We recommended !.hat the (,CC Board cf 
Directors revise CCC's policy vn interest rakS 
to provide that producers poy interest OD 

future price-support Joans which are repaid 
and on future storage facility and equipment 
loons at a rate not less than the rate CCC p.) .. 
to fin:u>ce the loans. In November 1967. til<: 
&crrt3ry of Agriculture informed us that the 
intel~t rates charged producers would not ~ 
increased a, that time. 

In a letter doted January 24. 1969. to 
tla" new Sccret3ry of Agriculture. we re­
opened this matter b)' pointing out thot. su~ 
sequent to the issU3Jlce of our report. the in­
tenst r:lte paid by CCC had reached an all­
time higb of 6-5 /8 :>creent on borro .. ings 
from financial institutions. In a letter dated 
June ~S. 1969. tJo.e Departmenl advised Us 
that. effective May 30. 1969, the annual u.­
tcrest rate charged producers for storage facil­
ity ond "Iuipment loons had Ix .. n increased 
from 4 per.!ent to 6 percent. We wert advi~ 
~ that the (,CC Board of Directors had <-on­
dud<d that the intrrtst rate on pricc-support 
loans should remain unchanged at WI 
timt . 

On the basis of C('("s estimate of sto~ 
facility and equipment loans to be made in 
fl5Cll year 1970. _ estimated !.hat CCC 
would earn an additional 5400.000 an inten:st 
for the first year that the loans are ootstand­
inc.. We estimated thet the addition"J intercsl 
OYer the remaininl 4 years of the loans would 
amount to 5600.000. resulting in a total add .. 
tional interest income of 51.000.000 00 the 
loans ex peeled 10 ~ made in f ascaJ year 1970. 
Additional inten:st revenues wiD also ~ 
carMd by CCC OD such S-year loans 10 ~ 
made in ensuine y~ (8-114824, 5q>tcmbcr 
21.1961) 

37. ADMINISTRATION OF THE 
DISASTER LOAN '>RDGRAM-In a May 
1969 report to the Ccxap-ess. we expfCSlCld the 

I 
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opirion that a:rtain aspects of the Small Busi­
I'C5S A.dministration·s (SBA 's) disaster loan 
program ttlatin& to the 1964 earthquak" in 
Alaska eould have been administettd in • 
matt effective and efficient manner. 

Our rn1ew showed that the Adminis· 
tration w~ SBA's 10ng~stabJished polky. 
formalized and published in the Code of Fed· 
c:nI Regu\>l.=r dIS. which generally pred!lded 
assW ... nce :" borrowers having the capabilities 
to fln2llce th~ ttpair or ttpJacement of their 
duruged prop.'I'ty. We concluded that. as a 
result. loans were approved by SBA to bar· 
rowus wit" c:ouId have furnished the rllUllC­
iQz needed to ttplace or repair their dcstro)"ed 
or cbnuged property. 

We abo concluded that: 

. -$SA ~ 10 improve COI'I'YnUn...:..ttiC'n 
01 __ in establ_ rules"" 'egu­
lations. R_la,.,.,. generally prohibit· 
Ing loans for the •• pansion 0< enlarge­
ment (upgrading) of repaired ~ 
replicernent pr()pErtV had been waived 
--..sly ..., the ,_lat.,.,. _ . 
any prohi)itir-1 refinanc ...... .J of existing 
loans hod be<n waiv«l wi:t>:>ut ad~ 

qullte ~ideiines for adminestel tog ~ 
,...., policy. We stated ~ .... . . ..... 11. 
bins were .app4o'7fld in amouni~ in 
excess 01 _ .... ich should t-. bo .... 

lPIMo.c. 

-Some aa.ns were approved even thOll' •• "'l 
SBA did not idequatety review or do. 'r 
ment the i:dOtTT\atton roe y f~ 
-.nin..'-Ig the eligibility 01 the apeh· 
cant. 1he teiIIONbk!ness of 1he artlO"Jnt 
r.questd. Of the aUowabil ity of tf'I a"..lS'! 
of cwuin Ivrds. 

-In a ~ of instances. the amount of 
...... hod ""'" based on the "' .. of 
replaOng desIn>yed property 'n Alas .. 
_ ....... !he _ plonned to 

........ in ...,ther Stall! -.. the cost 
01 npIicing the property would be !OJ!>. 
.-tiolly _ . PriO< to the COorc>I .. ion 
01 .... _. _:I. S8A maoe 
__ -.. in its policy. 

We estimated that the unnecessary or 
questionable disbwse;ne. .. ts, :assuming that the 
10ans will be fully disbursed. would total abcu. 
S 16 million and th. t. on the b3Sis of the dif· 
ference bel"'een the interest charged to bor· 
rowers and the higher i"kttst nte paid to the 
Treasury. additional costs to SBA would be 
about S 1.8 million. 

We ttw;:-_",ended that rules and regula· 
tions published in the Code of ~eder.oJ Regu-­
htions be waived or changed only throuEh 
fonnally documented and distnlluted p~ 
dures and that. when waivers are made. 
adequate guidelines be issued hr their impl.,. 
mentation. We recommend.:d also that proce­
dures be strengthened for detennining eligibil· 
ity and the amount of financial assistan"" that 
should be ma.!. to the dis<aster loan a!,plicant . 

In commenting on our rmdings. the 
Administr.ltor stated that SBA had been 
aware of the specifIc weaknesses noted by US 

arod was in gener.oJ agttement with the matters 
pointed out in the report. He stated further 
that action had b..,n talc ,n to prevent ",cur· 
ttnce of the weakn= The Administrator 
stated. however. that establiso,ing or ch""ging 
agency policy was within his I~ authority. 

Although we did not question the kgal-­
ity of th, loans made. we expressed the belier 
that a waiver of • Jong~tandin, Joan policy. 
..subJish.:d in accordance with congressional 
intent. should not have been made i~ the 
absence of clarifying ksisJation. (8--16345 I. 
May 28. 1969) 

n . REPAVMENT OF LOANS-In 
January 1969 we reported to the Adminis­
lrat"r. S~....u Business Administration (SBA) 
the need to obtain reasonaNo >S5UrlUI"" of 
applicant. ability to ttpay loans from earn· 
inltS- SBA guidelines for administerin, the 
di>placed business Joan (DBl) ~ ""'" pro­
vide thaI, in ttvkwing applieati- - for DBls. 
consideration be pven to the . ...."t·s abil-
ity to ttpay the loan fro.ll inss- Our 

. ' 



review of the Boston RegiorW Office mes (oc 
nine DBLs which were delinqurnt or in the 
prooess of liquidation showed that the files 
pertaining to sn'en of these loans did not 
contain adequate info=atjon (oc SBA to con­
clude that the applicants had the ability to 
repay the loans (rom earnings. 

We discussed these 103llS with regioraJ 
officials who stated that L'Ie SBA guideL;nes 
did not require as a condnion oi I""" 
appro-a1. a dotennination tlut I...e appliC21lt 
had the ability to repay the loan from eam­
ings and th:.t the I3w did not ~uire that the 
applicant must be able to repay the loan from 
earnings. 

We recognized that the bw is silent ",i th 
respect to whether DBLs should be repaid 
(rom earnings. Neverthekss. we believe that it 
is incumbent upon SBA om,.W> responsible 
for loan review and approval to determine 
that there Is reasonable assUr.lr1<'e that a DBl 
applicant has the ability to re;>aya loan from 
earnings and to document t"e ~ for reae'" 
ing such a conclu s.ion and L'l3t the dctcnnin~ 
tion is ",ccssary to adequately prot .... t the 
GO\'rmmenfs i", .. e~tment. 

We recommended. therefore. that SBA 
revise its guidelines to (a) spectfially r<'Quire 
regiorW officials to authoriLe DBls o:'lly 
when there .p(>Cared to be a re:zsonabl< assur­
anee that the .pplic.nts could reray the loan 
from earnings and (bl require region:l.l o!fi­
dais to document their basis for condudir., 
that the applicant had the ability to repa)' the 
loans. On January Z7. 1969. SBA guidelines 
we~ ttviscd in a..:cordance witb our ~com­
"",ndations. (8-162445. J.u:lUfY 9.1969) 

LOh/-RL\ T HOUS/.\'G PROGR..·U!S 

39. fINANCING OF COMMUNITY 

FACILITIES-In a report submir.ed to tbe 
CongrHS in J.nuary 1969. we upresscd the 
opinion that interpretalion by the Housin& 
Assistance Admin;;uation of !be ~partmcnt 

,. 

of Housing and Urban DeYeIopment (MUD) of 
its authority for allowing Joc:aJ rousing au­
lhorities (LHA..) to provide community facili­
ties as part of 10VHent public bousing projects 
..... Dot free from doubt and that. :n a pro­
p-..m involving many millions of dollars' of 
Federal fu.,ds. any such doubt should 1M: 
removed. The community facilities di"'l'ssed 
in th:s report are general-purpose, onsite, in­
door facilities constructed or acquired by 
lHAs to accommodate programs invo(ving 
recreation, be:l.lth, welfare, employment, and • 
cducatiorW acti>ities. We aJso stale': .hat tbe 
statutory provisions for the neigD&mood 
fxilities grant program needed clarif'lQtion 
reprding contnoutions by UiAs. 

• 
We noted that HUD ~ its interpreta-

tion of authority for aUowinl: lHAs to pro­
vide community facilities as part of low-rent 
public housing projects on section 2( I ) of tbe 
U.s. Housing Act of 1937, which derIDes tbe 
term "ow-rent bousing" as embracing "an 
necessary appurtenar.ces thereto." We found 
th.lt the I.gis\ativ~ history of section 2( I ) of 
Lbe act shed no li,;ht on cong!'eSSional in:ent 
as to what were coMid.red ID be necessary 
appurtenances. 

HUD stated that community facilities 
an: needed for the successful development 
and manage.".,nt of public housin, projects 
and t1ut =nable exper.clirwes for tbc2 
faciliti~s are eli!:lole for ind~sjons in project 
development costs. We did not S3y tlut 
HUD-s interpretation of its authority was con­
tnry to law. nor did we question tbe benefits 
t1ut could result from community facilities. 
ilc stated our opinion lb.1t HUD', interpreta­
tion was not free from doubt amI that. in a _am invohin& many millions of dollan of 
FcdaaJ fu nels. any such doubt should be .... 
mcm:d. 

We found also t1ut HUD permitted 
lEAs to contnoute funds towan! the cost of 
Dti&bbod.ood facilitia to be developed under 
u..: Federal grant procnm authorized by ~ 

• 
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tion 703' of rhe Housing and 'Urban Develop­
Clent Act of 1965_ Feder.ll grants for ncig..'>­
~ bcilities discussed herein may nc.t 
exceed two thirds of rhe devdopment cost of 

th r.. -ililies. • ~ , . 
HtJD's procedwe in awroriag awlica­

tior,p. for grants under section 703 is to :lDow 
, LtfN to participate in tTnancing the develop­

ment of nei&hborbood facilities up to the 
maximur amount HUD would authorize tlle 
YlAs for the development of projec1. c0m­

munity facilities under the Iow-r'ent 1"-!bI~ • ~na program, Under this procedure, LJe 

• LHA.'s contribution is cicduct.ed from tbe 
tbtal CO\' of the neighborhood facility; a 
Federal grant is approved, if otber&-ife ap~ 
priolr, foc two thirds of the f=wrung cost; 
and • ~ source other than the LHA COD­

tributes the other one third_ This procedIUJ • 
results in IocaJ sour=. o'J>er ~ UiAs. 
r1ft~ less than one third of the total cost 
of the racilitv_ • • . " 

t 
In a _ where an U!A contn1Krtes_ 

funds applicable to federally .,;.ted bousing 
toward .~ Ct¥t of neighb«bood fa~cs. 
the F~eraI' ~emrnent wiD tIltimately be 
financing not only the amount of "the ~ 
torhood bcilities grant under section 703 of ' 
the 1965 act bpt also the amount of !be 
UiA's contn1lution thet-ebv pnMdin& total 
Fedchl r~, in exr.' of !be maximum 
Federal • grant' ~isUncc provided under !be 
section 703 nei&hberbood faciIities crant ~ 

zram. • 

We expressed the belief that Conp-ess 
milbt ..tJ. to consider: 

-<:loritying the mwlOry OU1hcrity of 

HUO ""'" '"9O'd 10 aulhoril;"g ord 
fiIW'Cing the de. e§opr,oent 01 oro;ect 

~ fac:itities ~ P¥1' c,! She low­

... po,obIic housing ~ 

-Oorify;"g the proyisions of .aion 703 
of Ihi Housing ard Urban De " .06011 

Act of 1965 IidI regord 1D comr. 
'-

• 

• 
• • 

.:"" , .. 

brtions by l.HAs !OVA'd tt.c: f""'JS! of 
"....eloping neigh:'orflood fa.:il;tr. 
t:It'der the F.oer.t 73nt 0_, estd> 

1_ by e.e= 

(B-1 Hi7J8, Januvy 17, 1..,..,9) 

MED1C4R£ PROG!U..I, 

~_ ELIGIBILITY OF aOSPITALS 
TO PARTICIPATE IN THE IIELICARE 
PROGRAII-In DecanbCT 196&_ we n:ported 
to the Congress thol the SociaJ :>ccurity 
AdmiciMrotion (SSA), Dcpartmct'l of Health. 
EducallOn, and Wdfm:. had been slow in 
resolYic& the slatus of 42 hospitals tlul the 
Texas SUte Departmrnt of Health had in .. 
tiaJly determined to be eligib1- r"" participa­
tion in !be Health Insurance for the Agee! 
(!dediarc) piOf!'Ull but bad subsequently dO' 
telUlinaI Dot to!:oe aIC<::ing the standards and 
bad tl:aelore 1"0'" "<led tlut thrir partici­
pation m the PIOt."3!D be terminakd. The der .. 
ciencio:s note by the Sute Department of 
Health included fa'awe of the hospi~s to 
provide 24-hour n~ se;Vl;:e. j. ~equte 

equipment in opentinS rooms. rue hazards. 
unsaniUry conditioas for handlin& food, and 
inadeq-.J2te CO':1tro1 .... or dru::s, 

By Apr;! ; 96~L!be sUtus;:of 16 of the 4~ 
hospitals bad her.> ;rsoIved, but action on tbe 
remaininc 26 I';cxpitals was stilJ pendin& 
a1tboaiP the State's reoommenchtions for 
I!:nnitution of puticipation ~re iniliaDy 
made from 8 to 19 months earlin_ We con­
clude!l thot tbe ie~ .. jn resoIwin& !be stoaus 
of tbesc bospitab "' ..... partillJ'.f due to the 
a1>sena: of specLf' .. time limits ';!bin whicb 
bospitz\s should ...... been ~ui..""" to eliJIU. 
nate socnificant deta IIcies or looc their eliP­
bility to partictp;lte in !be Medic::are program_ 

We reconlmCnded that the SecreUry of 
Health. Education. w Wdtare dire.:t SSA to 
(a) cm;>basize to State 3so."cies the need for 
c:stab!isIDn& such timr limits and (b) initiate 

""'~ .. . _.'f!~"_'-.. ; ... _ 
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prompt action to tcmUmte p::&rticipation in 
the Medic::ae pmgr.am of hospiWs that inex· 
cusably fail to correct their ~clirien..:ie5 

,.;thin the cstab:ished time limits. 

orrlCials of SSA stated that ins tructions. 
issued to State agencies in AUga5t 19M!, were 
intended to provide for time-~h_d plans to 
COrTect defICiencic:s but agreed that additional 
empha.is '"'lIS desir.:ble and titat the guidel ines 
would be stren~hen and amplified, 

In JUII< 1969. SSA issued instructions 
re<!uiri'lK Sute agencies to obtain a wrillrn 
plan fvr correction of any significant d el . 
cic:ncies d....:osed during eacb survey of .. 
bcility, including expected completion dates, 
These instNCborb ;ot:.;o state that one of the 
purposes of tbe plan is to suppon (uture ter· 
minalion procccdin~ if, as a bst reson, such 
action beco .... ' necessary, Also, we were 
advised by !'..>A tb3l. as o( June 24, 1969, the 
status of 39 o( the 42 hospitals had been 
resolved. (8-164031(4). Decerr.ber 21,1968) 

41 , DETiRMtNING THE REASON· 
... BLENESS OF PHyStCt ...... S· C.!'I"'RG£S­
In JU/IC 1969. "-e reponed 10 the Secretary o f 
Health, Educaticn.. and Wel(are (HEW) that 
rnised foe a:ilin~ established, effective June 
1968. by Mass;.chusetts Medical Service 
(Blue Shield) operating under a .ontract with 
Ibt' Social Security Administration (SSA) to 
III2kc pay_nlS o( Medicare cbims (or phy .... 
cians' senices in Massachusetts h.,': been 
&kYeloped by methods whie". in our ol-inion. 
resulted in the establis.~mcnt o( fee limiu· 
tions (or a:rtain suf6iC:1I pro.:edurcs which 
were: 6 to 10 pera:nt higher than wch limlt;t­
Cons would bave lun bad B,ue Shield used 
_!hods recommended by SSA \Iie reponed 
...., that, for .... ;.:.. (urnished during 1961, 
Blue Shield bad made lIumerous pa)'menlS in 
6CI:S$ of the the ..... isting fee limitations 
without the ...... ired supervisory review to 
dttermint whether t!le higher payments were 
,;:stificd; such possible ""erpaymenlS which 

. ' 

-

we specirJcally i<lentif'Jed arr.ounted to about 
525.000. 

Blue Shield 3drio<d us that it had re­
quested SSA appo-.nl o( a revised method (or 
develOP;::: reasonable charges (or physicilns" 
services. We beli..-e tlut the revised met!.od 
should result in tl>e development o( more 
appropr;au fee limi:atioos. Blue Shield agreed 
to un<ll:r13U recover)-o( overpayments in the 
m:lnner '!!'C suggested and sUted that il had 
installed 2! quality coctrol system whicb was 
dcsi~~ to mii:;ruce tht incidence: o( unj,'s:;. 
fled payments in excess o( reasonable charges. 

We recommeDdcd that the Secretary of 
Hl1V re-tUn tbat a ~ be made by SSA o( 
the acnW dau to be used by Blue Shield in 
dc:v:!o>piDg any new rason.ble charge limita­
tic".lS for the pu~ of determining whether 
Blue Shield's new S'jSi.Cm. when implemented. 
conf"",,, with tbe iDtent o( the applicable 
~SA rqulations. "'e recommended also tbal 
the Secret:ry of HEW require appropriole 
fonow up by SSA oa the adequacy o( Blue 
Shield's actions to recower overpayme.,ls and 
o( tbe qu.a\ity control musures established to 
redua: the incidtncr o( possible overpay· 
ments. 

SSA orr ICiaIs :odrised us in Fe bruary 
1%9 Ca) tbat BIuc Sbidd's proposed method 
for &kYdoping ,.mcxuble ctwzes for ph~ 
cuns' scnices had DOl yet been approved and 
tbat SSA was in the p.-occss of issuing new 
instructions lirnilinK future: incrcses in the 
criterU for detennicinK reasonable ct-..arges 
and (b) that SSA .. ouId (oIlow up wilh Blue 
Shield on reco~ery o( overpayments. 
(8-1~1(4), JUDe 30.1969) 

MORTGAGE ASSIST.-4 ,"C£ A.'-D 
I,\'SC:RA.."CC A CTI I UIES 

.2. LI .... ILITY FOR " ... M ... GE TO 
ACQUIRED HOUE PROPERTIES-In a .... 
port to the Sccre':uy o( Housie.; and Urban 
DcYdopmeD1 iD ~ 1968. we upreso-:d the 
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belief that then: was a need for the Depart­
ment of Housing and Urn"" Development 
(HUD) to consider adoptinr a policy on waste 
damage---damage caused by l-uusonable usc 
and abuse of properties-which would pro,-ide 
an incentive 10 mortgagees 10 protect the 
eoDateral securing their inyestmeDt in mort­
gages insured by Ibe Federal Housing Admin­
istetion (FHA) and which.. at the same lime. 
would be economical fC'!! !'lfA to admin­
ister. FHA .-tatistics shawed that Ibe amount 
01 w&S(e <!.A~ charged tc> I'DOrtgagccs under 
FHA regulations had deciC-.d 10 the point 
where it WlI> pnctically nil. 

We e.pressed Ibe belid that it did r >t 
appear to be economical for FHA 10 retain 
the wast'! damage reguiabom as they were 
written. We stated that. in our opinion. baw­
ever, Ibe principle w;,icb FHA had foDawed 
from the 'inception of the mortgage iD<ur.IDcc 
program -that mortga::ec:s were responsible 
for wastc damage-was sound_ Moreover. we 
noted no indication that tbe Con~ had in­
tended for FHA to absorb 5lKh ~"penscs as 
waste damage in connection with FHA­
imured loom. We stat,d also C at it aPP""."d 
that mort~ were a;sumin& pcorer risk> i., 
the;, convcotional lendin, than tb:y were 
willing ;0 aoctpt in 1938 .. lieu FHA initiaUy 
established the cunent wasze damage .. gub­
lions. 

We recommended that Ibe Dep:utment 
<a) undertake an evaluation c.! FHA waste 
damage repib~flS and policies with a view 
toward fon:wbting regula"",,,, which would 
be economicaJ for FHA rc. administer and 
which would retain the principk of mortgagee 
rosponsibility for waste d"",~ md (b) for­
mulate and implement at the opportl1ne time 
the necc:ssary revisions to the rq:ubtions. 

We ICCXHWiiended abo tlIaL. if it was 
deemed impracticable or UDdairzl.>': ~" :-::-:-;.c 
tbe waste damage rqu1atioa::: ". obtain me 
stated objectives. t"e regubtiom be aMlisbcd 
to lave the silnificant : .. -:aaidran e and in-

41 

spection costs incurred in adrnirjst<ring tboo 
rer;ulaoons. 

In July 1968. tbe Assistant Secretary­
Commissioner. FP.A. in~onned us that. on the 
basis of its study of Ibe wasle damage regula­
tions. FHA conduded that it would be more 
ecoru-~ to abolish the regullotions and ~ 
effect significant savings of a<!ministr.tive and 
in>pcction costs associated witb administering • 
the rer;uiations. The ~iaL.;":1S were abol­
ished in July 1968. (8-114860 May 2.1968) 

43_ MAINTEII:ANCE OF MIJl'ft· 
FAUll Y HOUSING PROJECTS-Our re­
view !howed that seven multifamily housing 
proj:cts in Alasb. with mortgages insured by' 

tbe Fedcral HO'.sing Administhtion (FHA: 
totali,,« about S I ~ rr.illk>n had seriously 
deteriorated 0Ya' a period of years because 
the mortgagors bad not performed n<cessary 
maintenance .... ork on the projects. 

1bc rllc5 for the SeYen projects sho .... ed 
that inad<.juate maintenance had been a 
major factor contn'buting to a high vacar.cy 
rate for aU the projects a,d to eventual mort-
1P;;t default (or rlYe of the projects. FHA 
.acquired the title to four of these projects and 
assumed the mortgage loan for or.e project. at 
a total cost of about S7. 7 million. The I1l:IUr 

tcnanr.c problet:!s on the other [wo projects 
wtte encountered after FHA had a"'luired the 
mortpr;e 10:ltlS on the projects. 

In our repcn1 10 the Secretary of Hous­
in, and Urban [)c..elopmenl in Octob<r 1%&. 
we expressed the belief that the deteriorntion 
of tl!e project properties in Abska could have 
~ preven:ed or minimized if FIlA had b;,d 
efiective means of enforcing mo~gor com­
pJianc:e witb the maintenance provisions of 
the mortgage insurance a~ements. The 
Director of. FHA-, inso;ring oiT'>ce in .\Rch.>r­
~ infonned u~ that I:e tad no means. other 
thm p<T91asiQn.. 10 obLoi.'l corre .:ticn of main­
/crW'"", der~.s :mcs that efforts to per­
suade wen:: &elY-ail) " =ssfuJ. 
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We abo stated in the report th,t Ihe 
difficulty experienced by FHA in enfordng 
adequate rmintenance o~ projtcts in .~~ 
mithl etist in other .reas of th~ UNted 
States. Our an2lysis of 61 FHA-insured multi· 
f:unily projtcts acq,.:red by fHA. ns.k:.wide. 
by virtue of def.u1t an,1 sold during fISCal ye;u 
1967 sho",-ed that F: ~\ offici.>ls ""d atln~ 
uted inlOllequate maintenance as a COCltrib­
uting co ..... for the eventual mortpge default 
"fabout ~S percent of the projects sold. 

~ proj<ct . ;;.ruJatory .gJ'tCment. which 
sets forth the rights .nd responsibilitks of 
FHA. the mortpgee. and the mo~r. pr0-

vides that the mortg2&Or satisfactorily m:lin­
lain t:te prorert)·. The .gree"",nt provides 
also for the cstablishment .nd main:enance of 
a fund fN" the ror-beement of a project's 
stnIctural components .nd mtch.ulicaJ equip­
ment. The mortpgor is required to make 
monthly ra}'IIIents to the mo~. to be 
beld in escrow. The escTOW fund e.an be used 
for repbcement purposes only upon ~pprovsl 
by FHA. 

In our report. we e-.pressed ,,'Ie belief 
that the ~1atory sgreemc!'\ts should require 
m." i¥4«s to establish and m:linlain a similar 
fund for mainten ..... ee of projects throughout 
the life of the mortpges in .mounts sumc;"nt 
to povi~ for adequate maintenance.. particu­
larly in the 'later y:an of the mextpge. We 
sut:d f"",her that w~n. in the judgment of 
FHA. the ..... lity of proj<ct m:lintenance is 
in8dequate to properly Ir.:lintain tho project 
pcoperty and the mortpgOr. after due noticc. 
bas not tHen action to impro\~ the maint:­
nance. the ~ or FHA should have the 
risbt to roUe tbe nee<led repairs usinr the 
funds belo1 in escrow. 

~fore we rceommenckd that C\)fto 

sideration be given to the in;:tus;on. in the 
rqula!t>r). apecmellls for future multifamily 
hollSina proj<cts insured by FHA. of pro­
'risions that would (al requiro mortpcors tn 
platt in CSC10W will, the project mortpgecs 

. 
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mcni~ which could bc USIOd for project m:Iin­
lerunce and (bl give the mo~ or FHA 
the ri['lt to use Slot.!! funds. as :1ecessa.ry. to 
pre\ent any impaim:.:nt of project property 
caused by mor1ga.tors· irudequate m:Iin­
tenance practices. (8-114860. October :!9. 
1968) 

44. INCREASED APPLICATION 
FEES FOR HOME MORTGAG[ INSUR· 
ANCE - Our review of fees.soc=d applinnts 
by the Federal Housin& AdministrlltiNt 
(FHA). Dep~nt of HousinJ an'! Urban 
Devdopment (HUD). for PIOl-essing : ,""" in­
swance applications showed that the fees 
were insufficient to recover the fuU cost of 
processinl applications. We estimated t""t. in 
fISCal years 1966 and 1967. costs unrec.,..acd 
by fees amounted to about $.33 million. or 
about 37 percent of the .;:cst of processing 
applications for insurance in those yC4JS. 

All costs of the FHA bome morlga&e 
insuRJIcc programs. incluJin& the UIII'CCCI¥­

ered cost of pro~ appliations for mort­
pge insurance. an: borne by mortg;:son 
through payment of fees sod premiums and 
investment earnings thCrNn. Our review 
showed th.1 about SO percent of the applict­
lions processed by FHA did not result in 
mortpge insurance and th.:tt the unrtcovcred 
cost of processina these applications wu 
therefore bome by mortgsr.<>rs p"rticipating 
:n the mortgage insurance PNCJ2lllS. 

FHA cost estimates showed that the 
existing rees of S4S for an applkation peNin­
ina to new bousina and S3S Cor an application 
pcrUining to existing housina ...,u1d ""ve to 
be increased to 57';' and SS6. respectivdy. to 
result in the fuD recovery of the processinl 
costs. 

In our report to tbe CongJeSS in July 
1968. we expressed the bo-.lic:f that FHA 
should foDow the Government's genenI 
policy repr:lina clwges for services per. 
formed by Federal aaencies and establish fees. 
and adjust them :wually !IS necessary. to 
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.ecota. to the extent practiQble. the fut: 
COlt of proassinc applications for mortga~ 
insurance on home loans from an applic3nts. 
The additional net income which would result 
from incr-..asing fees to recover applic.tion 
processing C9Sts would serve to increase the 
reserves for future losses on FHA home mort­
PI" insur:mce programs. Such reserv~ were 
below the requirements which FHA deemed 
necessary to cover estimated future losses in 
the event of a development of adve.,;e busi­
ness conditions. 

lbe Assistant Secretary-<:ommissioner. 
HUD. FHA. in commenting 0". this I113tter. 
stated that an increas:: in app.ication fe" 
would discourage individuals from applying 
for federally insured home mortgages. Appli­
cation fees. however. are a one-time expense 
of home-ownership_ and we believe tlut fee 
increases of S2S and S21 would not toe any 
more likely to discourage th<>sc who desire to 
purchase homes than would the f •• s that had 
been established in the past. 

Accordingly. we recommended that the 
Secretary of HUD n:q uire FHA to establish 
application fees at level. which would recover 
rhe cost of processing applications for mort­
gage insurance. We recommended aho that 
F"dA be required to ascertain. annually. appli­
cation processing costs and to adjust irs fees. 
to the extent practic.ble. for increases or 
decreases in such costs. (8-114860. July 8. 
1968) 

45_ SELECTION O.F PURCHASERS 
OF RESIDEhTlAL PROPERTIES-Our 
rniew of the sales of acquired single-family 
residential properties by the Federal Housing 
Administration (FHA). Department of Hous­
in, and Urban Development tHUDI. showed 
that FHA's selection of purchase.,; by. draw­
in&. when more than one ofTer was received 
for a property. onen resaJted in lhe selection 
of purcluse ofTers which Were not the most 
fa~rable to the GoYernment. Generally. the 
mortpge loans for ;hne sal~ were insured by 
FHA.. Nany of the \o;!ns -..ere financed by the 

Government Natic-nal Mortgage Association 
(GNMA). 

FHI. statistics showed that its rate of 
reacquisition of previously acquired residen­
tial properties was several times ~s high as the 
rate applicah!: to its initial acquisition of 
properties. 

In our report to the Congress in March'" 
1969. we stated tlut FHA could reduce the 
number of its reacquisi:ions of residential • 
properties and the amount of borrowings by 
the Government needed to complete FHA's 
sales of these properties if it would scl~t 
purchasers on the basis of the offo" which are 
the most advantageous to the Government. 
We pointed out that the Veterans Adminis­
tration (V A) was using an evaluation pro..--e. . 
duro to sekct the purchaser wh~n mo .... than 
one ofTer w"," received for a V A-acquired 
property. 

HUD stated th.t selectioll of a purchas.:r 
b) a drawing provided a fair Bnd imparti.1 
means of offering properties to all potenlial 
home buy • .". HU., also said that this proce­
dure was in line with Ihe policy objective of 
pro\;ding a greal" opportunity for lower in­
come families 10 own their own homes. 
embodied by the Congress in the Housing ~nd 
Urban Development Act of 1968. 

Although selection of purcluse.,; by • 
drawing would presumably give all pe.,;ons 
who bid on an FHA-acquired pro~rty 3n 
equal chance to be selected. it doe< not en­
sure. but Ie.ves 10 clunce. the selection of 
lower income family . In our reporl. ,..e ex­
pressed the opinion tlut selection of pur­
chase.,; through an evaluation of offers. "'ith 
consideration tx-ing given to lower inro~ 
families 10 Ihe exte.,t that FHA bdieves 
appropriate. would give FHA morc assura""e 
thaI it is conLributing to the goals of helping 
lower income families become home owners. 

MoreO\'eI'. we expressed the belief Ih.t 
the selection of purchase.,; on the basis of an 
evaluation of the purchase ofTer tenns re-
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ceived and such othn; ~Rde",tions as FHA 
believes appropriate would tend to minimize 
FHA reacqtrisitions of properties and the 
amount of GNMA fmancing required to com­
plete tbe sales-

• .. We recommended that. w~en more than 
one ofTer is received for an 'FHA-acquired resi­

• 

• 

• 

.' dential property ~ the Sectttuy of HUO re­
quire FHA to select the pun:b3ser on the basis 
of an evaluation of the purchase offers re­
apved and such other considerations as ';"'y 

I 

be appropriate. (8-114860. ~.:JCh 19, 1969) 

• • 46. COLLECTION OF MORT'lAGE • INSURANCE PREMIUMS-Our review 
sIfowed that remillance of p""';ums by mort­
g:lgees on a monthly basis. rather than Oil the 

.existing annual basis. would >permit the Fed-
em Housing Admi'listration (FHA) .. O"".rt . 
ment of Housing ""d Ur1ttn o.,velopment 
(HUD). to inves~ these funds. on the ave~ • 

'about 6 months earlier. We estimat.'d Ihat 
addiltonal 'nterest Ihco~ multing from hI' 
lier fnvestment would anlOunt tf, aAfroxi­
mately 5650.000 anrually for new. insured 
m0tlg:lll;S during the first fuU y" of opera-

,.t;on ~'1d would incn:3.Sf. ~ new mortgages 
were insured in subscqu<nJ yea",.,\ to more 
lhan S4 million a year. • 

• The Assista!lt Secrrury-Commissioner. 
• ~l1D. FHA. adv~ us tll.:lt it. would not be 

appro!'~te to tltange pn:m,um payment 
procedun:s ,t the time h«. ... use of mortgage 
market conditions- Ho st.ted tll.:lt the desir-

• ability of a change would be considered at a 
more favorable time. ., 

In our report to the Congress i .. Septem­
ber 1968. we <xpresscd the beli"f tll.:lt it 
would be advisable for FHA to plan in ad­
V2llce for the time when • change in proce­
du= is appropri~te so th.>t the change can be 
made on a timely basis. We recommended 
that the Secretary of HUt> initiate a study to 
determine the most feasible: and economical 
manner te. ;',lpiement the administrative 

ch:mses required !o coUecl Ihe p~miums OD a 
monthly basis and revise FHA regulations. al 
SUC;l time as deemed appropriate. to require 
morthly coDection of premiums. (8-114860. 
September 26. 1968) 

47. PURCHASE OF TITLE INSUR­
ANCE-In a report to the Congress in August 
1968. we expressed the belief tll.:ll the Federal 
Housing Administration (FHA). Departoent 
of Housing and Urban Development (HUD). 
"Ould realize substanti31 savings if it disco~ 
tinued the p",ctice of purchasing tille insur­
anee and furnished privale lending instilutions 
that ftnance the purchase of home propc'rties 
with guaranlees that their investments ,",ould 
be protected from title defects arising prior to 
the purchases- We poinled out thaI similar 
guarantees we~ being made by FHA to the 
Government National Mortgage Association 
when it fmanced the purchase of FHA bome 
properties-

Our review showed that FHA receiyed 
aSSU[3nces of I\Ood tille at the lime it acquired 
propedies. and. in our opinion. FHA should 
be aware of any actions duri"g the period it 
held the prope"ies which could affect their 
litle at the time of sale . 

During our review of records rdating to 
the s:I!es of FHA home properties in Aorid. 
and Georgia i!l 1966. we noted that title 
euminalions conducted in connection with 
these sales showed only a few minor tiUe 
defects which generaUy bad occurred prior to 
FHA's acquisition of the properties and which 
had- been corrected virtually withoul cos! 10 
FHA. Therefore it appeared to us thaI FHA's 
risks of glJ3t3nledng the invest men I of lend­
en against title defects would be .,..:nimal. W<: 
estimated LUI FHA incurred costs of about 
S88 1.000 and S687.000 in fISCal years 1965 
and 1966. rnpectively . 10 provide title insur­
ance on prope"ies in Aorid. and Georgia sold 
to purchasers who obtainc:c! pri"ate fU\lnci:l&-

Although the number of properties sold 
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to purchasers who obtlli..,ed private rmancing 
declined substantially in rlSCaI yean 1967 and 
1968 becallSe of the stringency in the mort­
pge money market. FHA anticipated thaL in 
Fnenl. the total volume of acquisitions and 
sales of home properties experienced in the 
preceditll several years would continuc- Also. 
FHA anticipated that the increase in AlA'$ 
io .• exnt rate ceiling. togf!ther with imPrO\'e­
ments in the mortgage money marke!_ would 
~It in about 67 percent of the sales in flSC3I 
year 1969 ~ing privateI' linanced_ On the 
basis of FHA's sales fore"""t •• we estirNted 
that FHA could save about S2.7 million. 
nationwide. in 1969 aJld substantial amounts 
thereafter by discontinuing the purctus.: of 
title insurance in connection with s:1Ies of 
home properties. 

In commenting on our report. the Assis­
tant Secretary-Commissioner. HUD. FHA. 
qreed tb21 discontinuin&the purclu~ of title 
iJaurance would be desirable and fUlJ nd 3lJy 
advantageous for FHA. He pointed out. ho",~ 

evet. Ihat he did not think that act ion should 
be take.n in this regard until then: was im­
provement in the availability of pri'>t. fI­
nancing for sales of FHA propert i"s. 

A1thoush purchase of FHA h,,:TlC pro~ 
erties with private financing lotakd kss thm 
10 percent of the sales in fiscal ) e,rs 1967 
and 1968. we estimated thai FI I.-I. -s O:(>SI of 
providing title insurance in these years 
amounted to more tlwl S400,OOO In our 
opinion. the realization of such sa"ir , . by dis­
continuing the purctus.: of titk ,·urance 
should not be delayed pending impr." ement 
in the availability of printe fin ancing (or s:tIes 
oC FHA home properties. 

We therefore recornmend,-d tbat the 
Secretary oC HUD require FHA to take 
prompt action to discontinue lh" prJ"tice of 
purchasing title insurance and to a.lopt a 
policy of fumishinll private lend.:rs. who 
finance purchases of home properti<s 'old by 
FHA. with cuarantees that their in",t'llenlS 
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will be protected apinst title defects arising 
prior to the pun:/usle of such F"perties. 

HUD subseq~t1y issued regulations in 
conr.ectiol' ",~th a plan that it believed would 
a<xomplish the intent of our teI.'Ommendation; 
howe,..,r. compliance with the regulations by 
lender.; was not being requil'cd as of May 
1969. because the Department continued to 
belie'.. that. in view of conditions in Ihe 
mortgage money marleet. such action would 
have an adverse effect upon efforts to obtain 
private fmancing. In a letter to the Secretary 
of HUD in June 1969. we stated that. in view 
of the worthwhiie savings that could be 
achieved through the use of FHA title 
lUarantees :n lieu of title insur.mce. we be­
lieved that every .. ffort should be made 10 

implement the plan. (B-1 14860. August 26. 
1968) 

q. CONSTRUCTION COST CERTI­
FICATIONS FOR INSURED MORT­
GAGES-On the basis of our review ... .., 
concluded that the mortgagors' cost certifica­
tions for Rossmoor Leisure World deyelo~ 
ments did not rcasonably ensure that the 
intent of the cost certification provision of 
section n7 of the ~3lional Housing Act w:1S 

being carried out_ W" found that. under cir­
cumstances when! the construction contnclS 
betw ... n the mortpgors and the builder wen: 
not the result of meaningful arm 's-Iength 
negotiations. the Federa\ Housing Adminis­
tration (FHA). Departm~nt of Housing and 
Urban Development (HUD). did not require 
that the mortgagors' certiflClbons be su~ 
ported by certifiations of consuuction cOSlS 
actIulIy incurred by the builder. At the time 
of our review. FH..~ had insured. or had com­
mitments to insure_ mortgages totaling about 
$265 million for five Leisure World develop­
ments which were planned to evcntu3lJy lotal 
more than S I biJlion_ 

l.qjsJabve history indicated to US that 
the lC!leral purpose of the cest certification 
plOvision was to msure that an FHA-insured 
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mortgage loan would not exceed a specified 
pen:enbge of actual project c<)<ts and that 
tllis provision was made applic',bJe to the 
multifamily cooperative housing progt:lm con­
ducted under section 213 of the act (the 
section under which Rossmoor Leisure World 
mortgages were insured) to ensure that the 
primary benefit of the progt:lm would be 
reduced costs to the consumers. 

We sbted our opinion that the builders 
total involvement in the developments as the 
oriGinator. principal promoter. anll owner of 
the land created a sit...sation which ,,"'3S not 
conducive to meaningful arm 's-length negotia­
tions and that. unc .. such circumstances. the 
builder's c~rtifications of actual ~onstruction 
costs we~ neeJ:-tt to C'rbuO: that any econ­
omies in construction would aCCNe! to the 
benefit of the coopt:'r:J:th'c consumer'S as con­
templated under s<ction ~ 13 of the act. 

Our review showed that the amounts 
pai<1 from mortgage proceeds for construction 
had been based primarily on FHA cost esti­
mates which did not take into account pos. 
sible economies availabk to the builder duc to 
the large size of the developments and. in 
some cases. the relatively continuous nature 
of thdr construction. BI!'C3use neitht:'r we nor 
FHA had Ibe authority to audit the builller's 
record~ we were- unabL! to ascertain the costs 
actuaUy incurred or the profit. if any. realized 
by Ibe builder. 

FHA. the sponsor of the Leisure World 
developments. and the builder did not agree 
that builder"s certifications of 3Ctu31 construc­
tion costs were necess:lry. Therefore we sug­
pled in our report to th. Congress in Fe~ 
ruary 1969 that the Con~ might wish to 
consider clarifying whether builders' certifica­
tions of actual construction costs in support 
of mortpgors' cer!ifications are necessary. 
under the circumstan~cs described in our 
report. for providing an effective and mean­
in&ful implcmrntation of the cost certifica­
tion requirements of section 2~7 of the 
National Housing Act. 

.1 

In April 1969. the Secretary ofHlID in­
formed u. that action woule! be taken in 
accordance with an earlier proposal made by 
us th.t HUD. as a condition for continuing to 
insun: mortgage loans for Rossmoor L<:isure 
World developments. require the builder to 
certify to the .cloa! cost of construction. 
(8-158910. February 19. 1969) • 
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PUBLIC ASSfSTA.'lJC£ PROGRAMS 

411. PARTICIPATION tN ADMIN · 
tSTRATlVE EXPENSES-Our review or the 
Department of Heallh. Education. amd Wel­
fare's (HEWs) fin.ncial participation in cor­
t.in .dministrativc expenses for public :>ssist­
a nee prolT.'ms in the SUte ,f Missouri 
n:v.aled • need for certa~ imp" vemeTlts in 
HEYo"s controls over Stale administration of 
the public assistance programs to help ensure 
that the claims made ror Federal financial par­
ticipation are in accord.nce with the existing 
Federal and SUle regulations and require­
ments. 

We found that certain expenses .ppli­
c.ble to nonfellerally aided programs h.d 
been c1aimell for Federal financial particip~ 
tion and that Federal financial participation 
at a 7S-pereent rate had been c10imed for 
certoin expenses which appeared to have been 
qualified for only a 5~percent rate. On the 
basis of our review. we estimated that Federal 
payments for such claims in the State of 
Missouri may have .mounted to as much as 
S 1.1 million in foseal years 1964 through 
1966. 

Prior to September 1. 196~. the SOCW 
s.,curity Act ."thorized Federal payments to 
States of JU per.",nt or the total 'mount 
expended by the States in the administration 
of their rederally .ided public assislance p~ 
grams. Effective September 1. 1962. the 
Public Welfare Amclldments of 1962 .uthO<'­
ized for such programs. among otlleT things. 
75-pen.rnt Federal financial participation in 
Stat •• dministrative e.penditur", incurred for 

'-
., --

• 
• • .. 

• 

" 



• 
• 

.', 

• 

• 
• • 
• 

providing those ~ices desianed to help indi­
vidual recipients attain self-<:are and self­
sup~ort or to strenathen family life (generally 
"..ferred to as defined social se,,,ices) . 

• Federal re~uirements est.bl~bed by 
HEW specify that. for the purpose of claiming 
F:ederal funds. a State plan of t-ublic assist­* programs must in~ude a cost .lIoc:ltio n 
plan that provid~s for (a) disti~.g\!;shing Ihe 
costs of administering federally oido<! public • 
~isblk:e from all other administrati-/e costs 
of tl><: agency in such a manner that no part 
of the costs of administering other programs> 
is fh~ to the federally aided progr.uns. (b) 

~Iocating the costs oT administering the 
feder:>!lr a ided. public assisl>n~, programs 
among the •• nous F~deral, ;>rogr~ms on a 
reaso!,able basis. and (c) determinjng. within 
each fCderally aided public assistance pro­
&nm. the amount that is subrct to- 'JS-• 
percent Federal r1l1"'!cial' participation and _ 
!be ""ount that is subject to SQ.""rcent • Feder:>! r"anci. particigation!" , 

• 
A1thJUgh the methods and proccduJ 

followed by the State ·n arming t th~ 
. ' amouJtts'cJjlimed for Federal financ ;;,1 partie;' 
pati~ were. in some caS4-s.' in accord~n,"" 
with the existing State pion 'which w .... 
approved by HEW. our review indicated that 
such cbims h!d result.,.;! h the payment of 
F""erallunds to the Stat .. in greater amounts 

. than the ~ts aJlocab'to the federally aido<! 

programs. • • 
'These matters were reporto<! to the 

Sccte~. HEW. in June 1%9 with our 
recommendation that the Missouri State ,"-ost 
allcation plan be thoroughly reviewed and 
that the State be required to submit formal 
nevisiona to the plan. as are C:cemed appro­
priate. With respect to past payment> that 
were made to the State of Missouri for admin­
istrative expenses. we reconur.endo<! that the 
Administrator. Social and Rehabilitation Serv­
ice. HEW. be required to review the basis of 
such cbiins-&iving recognition to the ma ners 
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noted duri", our review-and to seek equ .. 
table adju.<tments for any excessive payments 
rmde to the State. In July 1969 HEW agreed 
to tale actions in line wit.'l our r,.comme nd ... 
tions. (8-164031(3). June 12. 1969) 

50. PARTlCtPATION IN COSTS OF 
SERVtCES TO HANDtCAPPEO INDIVID­
UALS- Our mdew of the pr~ -tices and pro­
cedures fo llowed hy the Arkansas Rehabilita­
tion Se1'\'kc in claiming Federal fi nancial par­
ticipation in costs of providing services to 
handi.appeJ individuals under the Federal­
State vocational rehabilitation program 
showed that. in its claims. the Arkansas 
Rehabilitation Service had overstated. by 
about $396.000. the costs shown as being 
incun'Cd by the State in support of vocational 
rehabil itation programs. The overstatement 
resulled primanly from errors and misunder­
standings by the Arkansos Stotc Hospital-a 
third party- in ,"-omputing expe""es relating to 
food SdVices. 

I n a February 1969 report to the 
Admin~tratqr. Social and Rehabil itation Serv­
ice. ~partrnent of He.lth. Education. and 
Welfare. we stated our belief tha t the admin~ 
stration of third-party participation in the 
Fedcr:tl-St. te "ocational rehabilitation pro­
gram could be improved by requiring Stale 
vocational rehabilitation agencies to include 
in third-party agreements descriptions of the 
specific procedures to be used in arriving at 
the costs to be d:timed for Federal financial 
participation. In our opinion. the inclusion of 
su.:h specifics in agreements between Stale 
vOQtion~1 reh.:lbiHtation agencies and third 
~C$ would .Is<> .id the Department in 
revleV.;", the propriety of claims made by the 
States for Federal financial participation. 

State officWs agreed that. because VOC3-

tiorW rehabilit:Jtion expenditures had been 
overstated. the State -s claim for Federal finan­
cial participation would requin an adjust­
ment. Th~y stated. however. that the Arkansas 
State Hospital had provided certain other 
seIVi.:", in support of the vocational rehabit .. 
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blioll progr:un. such as fitt protection and 
security semces, which had COl ~n chi~ 
as costs related to the prognm and Uut >.ny 
adjustment should recog:niz-t th<se beto,,­
Although consideration of th= f.ctors in 
1II3.lc:ing an equitable adjU$~nt m:I)' be 
3ppropriate. 9.'C believe that u... St"te's ~ 
ticn further exemplifies th.e desirability of 
having .n explicit written J#(<mCnt on the 
rn:ttter of allowable costs. 

Officials of the natiolW office of the 
Rehabilitation Services Administration. Wash­
ington. D.C.. advised us th.lt new instl\h:tions 
to the States concoming tJtird.part)" ex~n'" 
iturc:s were being deyelo!""! md that these 
insuuctions would requu" the State , '0C3' 

lional rehabilitation agcnci"" to establish pro­
cedures designed to ensure th;lt claims for 
Federal financial participation b3s0:d upon 
e"p' nditurc:s made by tJ:;.·d parti"'" :Ire 
pro~r. (Report to Administntor. So,,'w :lnd 
Rehabilitation Service. De~nt of H<3Ith. 
EduCltio~. and Welfare. Fet-ru;uy :!O. 19b9) 

51. PROCEDURES FOR REPORT· 
ING INDtVIDUAlS AS REHABlll· 
TATED-Because success or (allure: of Ihe 
vocational rehabilitalion r<"ogr.un of the 
Social and Rehabilitation ~. Deparrment 
of Health. F.ducation. and 'I'dbre. is pu!!'Cd. 
to a llITat extem. by the number of i!rln-id­
uaJs reported to have been reNbilitated. ""e 
reviewed lI.e reportinj!: pr:>etices beiR,: 
foBowed by u... States and u... Department 
.00 reported our findings to u... Co:tgrc:ss in 
NO\'embrr 1968. 

We reviewed the c= f"e'C"OI'Ih for 853 
~PIC srlecled from I :!.86J cases in SL' 

Stales. ... hich involved. in w<ilCon to services 
provided by the Slates. expenditures of S I 00 
or kss for purcha ... d services. weh as training 
'00 hospibl CIrc:. Of the 853 = eumined. 
we questioned the reportin~ o(.he indhidU31s 
in 516. or 60 ~rc.nt. of th.e cases as haYing 
beaI rehabilitated. In 363 cases the case 
rc:corcIs :lid not con lain evide~ thai subsb ... 

tial rehabilitation semces were: provided to 
u... individuals; in 98 c:ases. eligibility of 
the individuals for rc:habilit.ti"" services was 
not documenled; and. in SS cases. individuals 
~re reported as rehabilitated more than once 
... he.n only an exlension of initial rehabilila­
tion services had been provided to them. 

Our review also showed certain weak­
nc,sses in the inlernal controls established by 
the State rehabilitation agencies for reviewing 
ClSCwork activities and reportir.g on program 
accomplishments. I ... ~ddjlion. we found that. 
although program rn'iews by the Department 
had pointed out certain weaknesses in the 
States' adrninistrntion and reporting of pro­
gram activities. these revi~ws did not indicate 
u... basic ClUsc:s of the weaknesses. nor did 
lhe reviews incll!de an evalualion of Ihe 
actions laken_ if any. by the States in 
attempting 10 corTttt the underlying causes of 
lhe weaknesses. 

Department and State agency officials 
indic:tted lhat. for u... mo~t part. the matters 
disclosed by our rn';"w resulted from poO! 

C:l.~ recording prnctices and jrud...,uale cast · 
wor\( procedures. The Department ogr., .1 t·.) 
improye Fed.rnl ~idelines on casewor\( 
m'jew procedures and Ihe stand:rds to be 
fonowed by tbe Stales in reporting on pro­
gram accomplishments. The Departmenl 
a!!l'C:ed also 10 review the Stales' casework 
activities and wort wilh the Slates in est.1>­
lishing appropri:tle managemenl controls. 
(8-164031(3). :-Oo\-=>ber :!6. 1968) 

RAnROAD RETIROIE,\7 A.\XUITIES 

52. IMPROVED PROCEDURES 
FOR IMPLEMENTING AMENDATORY 
LIEGISlATION-ln a November 1968 report 
10 tbe Congress. we pointed oul thaI at leasl 
2.500. and possibly as many as 6.300. persons 
bad not been paid additional or increasc(\ 
annuities to wlicb they wm: entitled under 
amendatoty legisbtion ent.cted in 1965. 
Tbesr ~rsons ineouded 3Sfs spouses of rail-
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road employee annuitants who had not been 
paid because the Railroad Retireme n t Board 
notices conettning their possible entitlement 
to annuities had not been understood by the 
persQns involved. The ~rsons involved 
included some with lang2Uge ' difficulties. 
some with limited education. and some with 
mental or physical disabilities. Other persons 
had not been paid their annuity increa= 
unless titey requested them. Others had not 
been paid their increa.'iCS because of 3n inade­
quacy in the Board's automated o~rdtions. 

Under the amendatory legislation the 
Board had processed increases in annuities. or 
additional annuity payments. to approxi­
mately 400.000 a.nnuitants. After we brol'ght 
the cases noted in Our review to its attention, 
the Board took steps to pay :ppropriate per­
sons the annuity payments due them. The 
Board aI<o agreed to establish procedures for 
evaluating the general effectr.'eness of Board 
notices and to make timely reviews of the 
proc:<!dures used to implement amendatory 
legislation. 

We estimated that. during the first year 
foOm,';ng the effective dates of the amenda­
tory legisJation. the additional annuity pay­
ments to the persons noted in our revie-... 
'would total at least S I 57.400. and possibly as 
much as S273.200. The additional p.yments 
would continue to be paid during the 
remainder of the individuals' ~riods of elig;. 
bility, and ...., estimated tlut the total p.y. 
menlS during such ~riods could amount to 
between S700,OOO and S 1. 2 miUion. 
(&-114817, r-:ovember29.1968) 

SLUM CLEARANCE AND 
URBAN R£VEWAL ACTlnTiES 

53. ALTERNATIVE II'ETHODS OF 
PERFORMiNG DEMOLITION ACTIVI­
TIES-Our review of the demoMion activities 
of various cities. to which the Department of 
Housing and Urba.n Development (HUD) 

_. __ ... 
I . • 1 
• 

provided gr:lDts amounting to two thirds of 
the costs of demolition. indicated that the 
practkes followed by some cities of using 
th<ir own employees instead of contractors 
for the demolition of WlS3fe buildings and of 
awu-ding demolition contracts for indi,'iduaJ 
structures instead of groups of structures may 
not have resulted in the ·Iowest possible costs. 

~ 

Th~ Assistant Secrotary for Renewal and 
Housing Assistance agrY.ed that more, specific ;. 
guidanc.: in IIUD's rrocedures regarding the 
methods of ofieriug contracts was needed. 
Subsequently, HUD issued instructions whict, 
provide that demolition contracts be awarded 
for groups of structures contemplated for 
demolition within reasonable ~riods and 
located in the same neighborb~<. " 

Regarding the cities' use of their own 
employees for demolition instead of contrac­
tors. the Assistant Secretary st:lled that HUD 
believed that the use of city employees to 
demolish structures should be pemjtted 
when: it ,. .. s local practice. was more ex~' 
tious. and served other desirable purposes. 
such as the development of employment 
orpcrtunities fo r the jobless a.nd unemployed. 

In our report to the Congress in Novem­
ber 1968 we expressed our agreement th.t tbe 
use of city employees in ilemolishing struc­
tures might be justified under certain situa- . 
tions aroJ. in line with this view, we recom · 
mended th.t the Secretary ' of HUD revise 
dopartmental regulations to require cities to 
use the mos.l economiaJ methods of dcmol­
i5hing structures under the Federal demolition 
&!'Ont prognm unless other methods are justi­
fied. (8-118754. November 11. 1968) 

54. MANAGEMENT OF REHABILI· 
TATION P'ROGRAM-ln an April 1969 
report to the Congress. we pointed ')ut that 
improved management and inc''r"",d empha­
sis by th.e Department of Housing and Urban 
tk>'rlopril<~nl (HUD) was essential if HUD was 
to meet its piann,,d goaJ of rehat.lit.ring 
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about 130.000 dwelling units dLiring the flSC:ll 
ycan 1969 tIuough 1971. or a:: ayer:lge of 
about 43.000 units annually. 

,.; . 
Our revi9" showed that the completed 

• rehabilitations for the 4.5-year !*riod ended 
Dcamber 31. 1967. avera~ 13.000 units a 

,. ~. or about 30.000 unils less than the aver­
.agt annual goal fo'-fIscal years 1969-71. w. 

ilIso found that a large perr.c:ntage of th~ 
rehabilitation accomplishments reported were 

• qucWonable as they did not m~eI. applicabl~ 
standards. An inspection of I 50 ",Iected 
P"lJ'Crties in three projects show"d that "8 

·percent of the propeliies did not m.~t esta~ 
.. lished property rehabilitation sta"daros for 

1M ~~as and that 69 percent 4Sid not meet 
Joal housing cod. standarets C'o·en though the 
p~~pcrties were reported as 'having been 
rehabilitated by th. local public ~,"'~ 
(LPAs). . , " . • 

• • 
.. We fou¥ that HUD iliministra.tiYe re; 

news 'Of the local I.v~ were &01 ad~uately 
discIosiJtg (a) th. actual progr<'SS of rehall(lj­
l:lIion work . (b) th. we.'<nesscs in L~ proce­
d~ .,nd .practices for detenninin!J'",hen a 

. '. p,..pertl was rehabilitated. "nd (c) the failure 
of LPAs to carry out a req~ progtlm for 
foDo---up cod. inspections. • 

• We: recommenct.:d that Ihe s.,cretary of 
IR1I? ~ndert3ke a ~ssment of th. rehabili-

. taOOn prolFm b ... l1 on in-depth reviews at 
~ project I""el to identify and resolve 
waknesses.. problems. or diffICUlties such as 
thOse noted in our review and 3ny oth.rs 
~ impede project completion . We recam­
-nlied also tliat the Secretary require HUD 
ttpn:scntatives to strengthen their adminis­
tration oJ rehabilitation projects at the local 
Ind. 

The Assistant Secretary for Rer.cwal and 
Housinc Assistance advised us that HUD had 
inaused its emphasis on rehab;';I.tion and 
that instructions would be . .... ,.d strength­
aUnc HUD's administration of the program. 

H: :l.l\ised US further that. within the limits 
of avaibbl: peISOnnel HUD's regional offices 
would conduct su=}~ of rehabilitation proj­
ects. Subsequent to the issuance of our re­
port. HUD issued instruc.tions aimed at 
stnon&tbc.ning Its administration of the pro­
gram. (8-118754. Apr) 25.1969) 

55. FEDERAL SHARING IN 
RECOVERED DEMOLITION COSTS-In 
November 1968. we reported to the Cc.ngress 
th .. 1 the Department of Housing and Urban 
Development (HUD) lu.d "",de grants to cities 
to co~ two t/'Jrds of the costs of demol­
ishing unsafe or ur&nb.>bitable structures evell 
though the cities subsequently collected some 
portion of the cost from the owners of the 
properties. On the bZ>is of the recovery ex­
perience of the cities included in our revi.w, 
which re<%ived 41 percent of the demolition 
grants mad. by HUD_ we expressed the "pin­
ion that such grants could have been reduced 
by about S4OO.000 if the grants had been 
limited to two t1.irds of the net demolition 
costs. • 

Th. Assistant St-cretary for Renewal and 
HOusing Assistanc: agreed that there was a 
need [or correctiv,; action and established a 
policy wbich provides that the F.deral Gov­
ernment be reimbUISed for up to two tbirds 
of the net amount recovered by cities prior to 
project completion. Since it appeared that 
""'ny recoveries of demolition costs w.re 
made by cities after projects were considered 
complet.d. we recommended that the Secre­
tary extend the penod of Federal participa­
tion in recovcries of costs so as to include 
recoveries mad. ~ftcr . the completion of 
demolition activities. (8-118754. Noyember 
11.1968) 

541_ ADMINISTRAT:'>' :-: " Ct .• ..:{ 
lfoiFORCEIIoIENT PRC.GP.A,w - t ,1 the '~ "" , 
01 members ,,( the l'oogrr:;s :."\Y:. ! ~·1noa.s.. \\ • 
m:dc a limited Cx..u.!inati<'f .. "'lf~· IN" ". I :"tUs.. 

objectives.. and expectt'd acc.,:)in&--!i.=..htr.e •• ~ ,; \10' 
a code: enforcement project in o.ic.a"O and 
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into the Departmont of Housing and Urban 
Develo,>ment (HUD) responsibilities and 
adminismtive practices rel:.tive to the proj­
ect. Our report on this e,,;,minotion. issued in 
JanuaI)' 1969. showed that overall progress "f 
the project had been slower thall anticipated. 
that a small number of Federal loans and grants 
had !lttn "",de to the project to assist in get­
ting buildings into compliance wi th co<!:s. 
and that HUD had not established nor exer­
cised adequate controls over periodic pay­
ments by HUD against the Federal grant in 
the project. 

lDuwof our findin~ we recommended 
!hat the SecretaIy of HUD (3) ha,'e a current 
comprtbensive review made of the Chico 0 

project to identify the probl.ms impeding 
project progress. (b ) establish requirements to 
provide for more systematic site visits by ::00 
for the pwpose of reviewing progress. .nd (c) 
strengthen ::ontrols over HUD progress pay­
ments under the program. 

HUD advised us that the application for 
this project was adequate for approv31 pur­
poses but that. since tbe time of approval. it 
had bc.,ome apparent that Chicago would not 
be 3b1e to complete the project ,;tt.in the 
required 3-year period. 

HUD advised us further that it was tak­
ing action to strengthen controls over progress 
payments by revising it~ requisitioning proce­
dure and that certain other actions were being 
ta" m to improve the financial management 
aspects of the code enforcement pfOl!Rll1. 
(8-164469. January 10. 1969) 

TAXES 

67. PROCESSING CLAIMS FOR 
REfUNDS OF FEDERAL INCOME 
TAX ES-Increased interest costs were inc~r­
red by the Intemal Revenue Service (IRS). 
Department of the Trasury. as a result of 
aYOidable delays in processiug claims for re-

51 

funds of Federal tnC())"" taxes. These in­
CR'ased inte:esl costs wc-re incurred because 
substantial periods of time b.:J :Iapsed be­
tween the da!es ~~~"'!I tbe claims (or refund 
were med 31.d the dal .... the refunds weJe 
;'laid B~a'us.e \\"e we're deni ... ~ 3CCCSS to the 
necessary records. we 'V!tcre uzu;;!c to dt:tc-r· 
mine the specific causes for delays ,nd Ihe 
reasonablen ... of tbe t.me taken by I R;; 10 

process claims. 

In our repor! to the Secretary of th~ 
Treasury on the results of our re,;ew of rec· 
ords made a,aiIable tv us.. our test 'Jf sel."ted 
income tax n:funds. and the result of internal 
audil reviews. we recommended that IRS (3) 

pnscribe appropriate time standards for proc­
essing claims for income tax refunds and (b) 
establisb an effective reporting system 10 per­
mit an evaluation of the cl4ims-proces.'<ins per· 
formance in rela:ion to the standards. 

In commentin& ,,~ our report at appro­
priation hearings held in May 1969. I RS in­
formed tbe House: Appropriations Commillee 
that • new system for controlling returns 
.... ouJd provide for a monthly inventory of 
claims on band by class of relurn and for I he 
esublishmen! of Ihe age of cl3ims in the in­
ventory. (8-137762. Seplember ~7. 1968) 

58. INTEREST PAYMENTS ON 
CERTAIN fEDERAL INCOME TAX RE­
FUNDS-llLlr revi:.., of the payment of in­
terest l:~" tbe Inte",31 Reve"ue Service. De­
par1ment of the Tre:tSUl)'. on income tax re­
funds attributable to COlTc.."!ed or amended 
income tax returns sbowed that interest costs 
to the Government could be reduced. AlSo. 
bener treatment was accorded laxp'Yct"I fil­
inc cbims for income lax re(Lnds subsequent 
to filinS the initi31 tax returns than t3Xpayers 
cbiming refunds on their in'tW tax retums. 

Excessive interest costs arc incurred be­
cause interest accrues on refunds claimed by 
correction or amendment to income tax ~ 
rums for 1M pt'riod from the prescribed due 
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date for filing the return until the r~fund is 
certified f<>r payment. Taxpayers =y COrTee: 

or amend their returns for periods u;: to 3 
years and receive interest for the entire peri­
od. For refunds c:bimed on initial returns. 
how.ver. t;le IntenuJ Revenue Code provides 
an interest·free period of 4S <bys following 
the prcs..noed due <bte or lhe date of receipt 
of the rerum. if later. for the Intem;al Reve­
nue Service to p<O<"CSS the claims. 

In commenting on our findinp.. the As­
sist""t Sccret:uy of Ihe Tre.sury for T.x 
Policy ~dvised ,pinst a .:h.n~e .. I~tion 
on the basis of his he~f lhal the Cor.gress had 
rcc:ognizcd WI intt"I'CSI should :>e p:Ud und .. 
such circumstances i=smuch as the Go,..,rn· 
monl had lhe u,", of the laxp.y~rs· moncy. He 
contended also thai legislation mi~t ~ pro­
posed which would nuke it unnC\"CSS3'Y for 
taxpayers to pay intcrcst on IlL' .kflciencies 
until the CXpit3tiOll of • ruson.ble period 
.fter the notice of deficiency W3S m:t~ed to 
them 

We helieve that • ch.nge in lhe code 
would result in reducing interesl costs to the 
Gov~nt 3nd in pllci.ng laXP3YCD on a 
similar int<tes\·:tUo",-anee basis. Co_enlly. 
in our September 1968 report. we sugrstrd 
that the Coop= might wish to consider 
amending section 6611 of Ihe Intem;al Reve­
nue Code to ptO\;de that interest on refunds 
resulting from tlL'payers' furnishing info....,..· 
tion to correct or amend their income tax re­
funds accrue (rom the d3tes the cbims are 
filed .nd that til" Intenul R .. "nue Scnict be 
authorittd to establish a re,'onabl" period 
after such cbims "" rued within wh;';h inlt .... 
... !·free refunds may be made. 

'\Iso. in commentinB on our fa.ndinp the 
Assistanl Secrct:uy for Tax Policy said that. 
although the su~ns proposed by us Were 
limited to situations involving income tn re­
funds. there did not appear to be any reason 
to treat refunds of income taxes diffcrently 
from refunds of ellisc:. employment. or nUle 
taxes. 

Accordingly. we SUgzesled IUt the Con­
gre.s might wi.h to also consider arnendm, 
the .tarutor! provisions applicable to such re­
funds. (B-I3TI62. September 1,9.1968) 

TJ.lIBER APPRAISALS A.vD SALES 
~ 

sa. RECOGNITION OF TIMBER 
PRODUCT VALUES-We rcpor1ed to tAe 
Sectttary of Agriculture in February 1969 
IUt the Forest ScM~' could improve its c0n­

trols over th~ valuation of naticnaJ ofon:sl 
timber by ci2-t!ying its policy pDdeJines on 
the rCicognuion of end-produd and by· 
product values and by esublislun& proccdUftS 
to er .... re more complek and systematic 
accumubli<ln of infonna~ n«<led to prop­
my implement the guidelines 'II'e concluded 
that such improvements would pnnide more 
certainty that the Forest Scrricr would re­
"';ve a fair return frorn its s:tIcs of national 
forest timber and. at the same lime ... ould 
provide equitable treatment to its timber 
purchasers. 

We found that Forest Scm<r policy in 
respect of timber appraisals required that 
value of products beine produced from the 
timber in ~rdance with -local mul<etin, 
conditions" and ··induslJ'y prxtices of the 
'ricinity- be recognized. The poI)cy guidelines 
cIjd DOl sp..cify what was mean; by "1ocaI- or 
-Ucinity- Dar sp..cify the indusuy yolwnc 
and/or lbe value of end pro.:ucu and by· 
products that would req~ appnisal fCc:osn>­
lion. As " result. officials in the three rczjOl'lS 
where ... ~ m:tde our ell::mination Iud different 
interpretations of the guidelines in reprd to 
the rcrognition of plywood""CnCtt values. 
which • ...., bcJicye. could resull in considct3ble 
Qrianoes in appraised nlues. 

In ..Jd.ition. the three repx.s had no 
systematic method for accumu1atin& and 
d~"fttin& infonnation on IocaJ purchaxn. 
utilization of national forest timber. We ct'O­
eluded Ihat such Llfonnation was patinent if 
Fcrcst Savice rqionaJ off..ws were to objec-
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tiYdy implement the Forest Servia: appraisal 
potiey on the rec<l£IIition of appropriate end· 

• pnoduct and by-product Yalues. 

• We recommtnded that the Fore" Service 
(a) _ Clarify its end-product an~ by-product 
appr:1isal recognition guidelines .nd (b) cst.b­
~ requirements for xcumuuting an:! docu­
menting timber utilization d3ta nceded 10 

properly implement such guidelines. 
-, • In an April 19~9 Iener. the Under Secre­

tary of the Department of Agr;culture stated' 
• Ihal ftle Forest Service had curified it. in-

. ~ctions for the reccp.;tion of bY' product 
values ""'.,g the lines of our recollllllend .tim. 
and that • new "",thod "'"2 .. ~ing employed 

• 

in 0fII' area and studied in anollier area to 
achieve rcpresentativen= :n determinir.g eid • 
product selling va!ues in tivl~r a",raisaJ$. fie 
3dded th.t the Forest .Sc:r>icc would inslruct 0 

those-...pons. using the method discussed in • 
OW" report .• to c!efully hami~e thrir moni- • 
taring systyn to ~ sure Uut they are .1<\1 to • 
the continuing nttd for recognition of new 
md products_ "[be recogniO'ln of ecd'p'-uct 
.~ues~ .... "~ussed in 0\!1 "port. will ~ 
unplcment.-d In one regIOn but mu~t aw.it ~e 
completion of recovery studies in .no·".r.· 
(11-125053. February I 8. 1969) 

• • • • 

• ,0. ~fVELOP.NT OF UNIFORa.; 
I'OLiCIES A~ PROCECURES FOR THE 
$ ALE 0 F M A'R GIN A ~ FED ERA L 
TIM8fR-ln a Sepkm~ 1968 report 10 Ihe 
Di=tor. Bure3u of the Budert. we expressed 
lbe beIiif that the Forest Service. Department 
of ~culture. and the Bureau of Land M.n­
a&CfIICnt (lllM). Department af the Interior. 
should deve.Jop uniform and precise policies 
and procedures for appraising and ""Iling mar· 
citW timber. Such policies and procedures 
would result in a mo~ uniform tre3tment to 
parchasers of Federal tic~ and. at the same 
lime, provide the Feder.ll Government and 
olbcn with a fair return for the sak of the 
publK tim~r resoun:es. 

.... . --- -.;....~.-.-.-~------. 

~. 

We iound that in the western sections of 
Oregon and Washing:"n e~M and the Forest 
~ervice did not have adequate or uniform pro­
CC~U!.s for appraisins or selling margin,l 
timber which was ~ing h.rvested for the pre>­
duction of low-gade plywou.:! or pulpwood. 
We found rhat timber purchas.:-: i who har· 
yested material amounts of ma!l'ina. timber 
would generall) ~ chargc-d for such timber if 
they purchased it from the Forest Sc:r.'icc but 
would not ~ charged if t!tey purchased it 
from BLM. MO<eover. purchasers of the Forest 
Service tim!>er IIone not ensured of uniform 
treatment by the 10 national fores:s in the area. 

We recommended t,,"t the Director. 
Bureau of the Budger. request BLM and the 
Forest Se,,-ice to joinlly develop uniform 
policies and procedures for .~pr.tising and 
seiling m.rginal Federal timber. 

In March 1969 the Deputy Director. 
Bureau of the Budget. advised us th.t the 
Department of Agriculture and the Depart· 
ment of the {nterior were jointly completing 
the preparation of uniform policies and proce­
dures for appr.:ising n"<gina! logs included in 
regular timber 53les. (8-125053. September 
30.1968) 

61 . APPRAISING PULP TIMBER IN 
ALASKA- The Forest Service. Department of 
Agriculture. m.na~ over 90 percent of the 
180 billi"n board feet of commen:ia1 timber 
in the $t.te of Alaska. the major portion of 
which is suitabk for pulp. Thus. for the 
majori ty of pulp timber offered (or sale in 
Alaska. Forest Service appraisals cstabli,h Ihe 
minimum Jcccpbblc KlIing pril,."C. 

Forest Service appraisal guidelines re­
quire Ihat prices from the local pul~log 
market be ~ as the starting point for a~ 
praising the natiorul forest pulp timber. The 
guidelines provide also that Ihe poces ~ ob­
tained from a rea.onably free competitive log 
mark:t. We found. however. th.t a reasonably 
Cree competitive market. composed of an 3de-
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quate volume of pulp-log sales between inde­
pendent buyers and sellelS, did not actually 
exist in Alaska. 

We found also th.· .•• marily because of 
the Secretary of Agricult .. ,., 's regulation re­
quiring that national forest !:."ber receive 
primary manufacture in the Statr arod because 
of the Forest Service's policies with n .. ""ct to 
the definition oi primary manufacture, the 
puJp-Iog market in Alaska was limited to sales 
to the two existing pulpmi11s. A third pulpmiU 
is planned . The competition in this market 
""5 further limited because of the topography 
in the State, the guaranteed timber supply of 
the pulpmills. and the indebtedness of certain 
independent loggers to the pulpmiUs. We 
stated our bdief that the present log market 
in Alaska was not sufficiently competitive to 
constitute a proper SOUIU for obtaining the 
ptdp-log pI ices used in appraising Federal 
timber. 

In a report to the Secretary of Agricul­
ture in July 1968 we recommended that the 
Secretary (a) r~evaluate the regulation requir­
ing primary manuf."lUre of national forest 
timber in AI:l.<i.:. and either modify the regula­
tion or specify the condition justifying its 
retention and (b) request the Forest Service 
to thoroughly review aD possible alternative 
metbuds for appraising pulp timber in Alaska. 

In October 1968. the Secretary advised 
us that. in accordance with our recommenda· 
tion. the Department "'''s asking the Forest 
Service t.:> rcvicv alternative procedures for 
appraising timber in AIaik.a. Our flnt recom­
mendation was considered no longer appli.:a· 
ble because of a new law. passed subsequent 
10 the issuance of our report. limiting the 

export of unprocessed logs from Federal lands 
located west of the 100tb meridian. Wtich 
indudcsAlasb. (8-1~5053. July :6. 1968) 

TRAI.\"/.\·G ACTlnTlES 

12. APPROVAL AND AOMINIS· 
TRATION OF INSTITUTIONAL TRAINING 
PROJECTS-In July 1968 we reported 10 Ihe 

Assistant Secretary for Manpower. Depart­
menl of lAbor. on our review of tile proce­
dures and practices followed by the Bureau of 
Employment Security. Departmenl of lAbor. 
and by the Office of Education. Department 
of Heallh. Education. and Welfare. in approv­
ing and administering an institutional training 
project to train 45 men as skipjack tuna fISh­
ermen in H.::waH under the Manpower D\!ve)· 
0ilment and Tr:.ining Ac: vi 1962. as 
amended (MDTA). 

~ the basis of our review. it appeared 
10 us that the I:-dining project was not ade­
quately planned or developed in consonance 
with existing needs for such training in Hawaii 
and Ihat costs incurred were disproportionate 
to the results achieved. This see mod OVl_"'nt 
from the fact that direct Federal costs of 
S 187 ,589 resulted in the trdining of orJy nine 
fIShermen. It appeared to us also thaI the 
project was of queslionable benefit at Ihe oul­
set. in the lighl of e"idenco available al Ihe 
time of approval tbat skipjack tuna fIShing is a 
seasonal occupation in Hawaii and thus tr.1i!'t-­
ees would nol be provided with the full-time 
employmenl that is n'ql!ircd by MDTA. 

W. recommended Ihat the Manpower 
Adminis : - : :..1 0 re~xam.in( the re\;ew and 
approval procedUI\.'S applicable to MDT A 
training projects 10 ddermine wh.t further 
evaluation and control procedure. may be 
neccssa.y to en.ure that MDTA trdining 
C-oUr.M. .. arc designed to provide for training in 
occupations leading to fuU·hme and perma­
nonl employment. 

In October 1968 Ibe Assislant Secretary 
for Administnltion advtsed us thaI. in lhis 
instanet. _ppro ... 1 of the projecl had been 
given on the basis of definite aSSUf'3.nces from 
prospective employers thaI trainees would be 
employed fuU-lime (o"'owing lraining: how­
ever. tbe fuU-time employment promis..d was 
nol provided. The Assistanl Secn:~rv stat..-d 
that lhis project was one of the early- MDTA 
instilutional training projects approved and 
that Ihe £Uidelines and instructions in the 
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MOTA ............". miPtt nol luve ~n clear 
and =¢ii::i! ~,approoaJ of UlIin;ng for 
seasonakn:: =P"lions. He outed that the 
Dep= ~ that the~"ised MOTA 
handbO<l" W'OC:U be I~e to our sug· 
gestio .... witIl .:pnI to seasoaufiry and ade­
quate .,....m.rina: ZD1 ex>nlrol procedurcs for 
planniit lr ma:I dl.-rlopiit, pn:>jccls. (Report to 
the Asspgmr S=t:ary for Manpower. De­
partm<nl! of Ulbar. July ::9. 1968) 

u,'·E.I(J!wnI.DT ISSL"R."XC£ 

o . APPE4LS CF BENEFIT 
DETE ... ,.ATlONS-ln April 1969 we 
report<:d! to th< Assistanl 5<cn::tuy for Man· 
power !Dq;art .... :nt of L1bor. that Ihere was a 
need rOl!" ~I in tt.. ""'judicalion of 
cbim:1l11! =J c:mpIoycr appeals in connection 
with ",,""...dir ~-mmts 10 wxm;>loyo:d pO'. 
sons UiIIh t:..: =plo)'ltIot'"d insur •. Tlce pro­
gJalll.. TZ ....x.. was made at the regional 
man~ office in BostOll. Massachusetts. 
and 31: De ~ =I'loyment se-:-uTity agen· 
ci.. im 5bine; J&<sach ..... tlS.. and Rhode 
I! Ind. 

We b.md IIhlII the SUI.,.· appeals offi· 
cers wcr _ mdudin~ in Ibm ,.-.itten deci· 
sions ~ >;><cdir rcson or n:zsons for their 
reve=E d m.. benefit detnmin::ttions made 
by leal offic::Wr.. We found a!wJ that benefit 
detennirrc ;'_ made at the \oc:aI offices had 
been. ~ ".,.,.. apP"ll bcause the local 
offices !!::ad DO( .-k oompIcte or err.cti •• 
fact·~ ianosiptions al the lime that the 
de(~ ... ~ made and tut appealo:d 
CiI5C$. in> doe Sau of ~ _"eR not being 
timely. ......... d ZDd adjudicted. II 'ppe,,"J 
to us. dl:zl :Ix: ~}"' ~ CU1lr.lry 10 II.e 
ob~ or the ommaplo) ........ t imurance pro­
""'"' o! a.q p:ampt and proper paymenls 
I1l3de ID rbi:aA;k determined 10 be eligible 
and t:\:u! tbc:R- .~ a need fot :n.xe inlensive 
monitoq of:loe Slate agcx:ios· appeals and 
adjn";; ......... ~1IJcs by me f<Po",,1 mar.' 
power crtfia '" imp.."..c the G!,,-:ti.e~ of 
the u .... ;wpo~ iasuan;>< proJJ.!DL 
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Durin~ the review. v."e discussed our lind­
ings wilh the regional adminislralor in 
Boslon. who agreed. in general. ",;!h our 
views on the need for improvements in the 
matters discussed above ,,~d advised us thaI 
appropriate: corrective action would be raun. " 
(Report 10 :he As';sL1!>' 5<cro·.ary for ~Ian· 
power. Departmenl of Labor. April 15. 1969;.! 

VET£RASS BE-VEFITS • 

64. USE OF EDUC,ATlONAL AriD 
VOCAT,O'lAL COUNSELING SERVIOCS 
PROVIt.EO BY SCHOOLS-In :';ovcmbe:r 
1968. we reported 10 Ihe Congress tlul Ihe 
Vetera:-.:; Administration tVA) h3d been rc~er· 
ring W;U- Cirpnans to contract ~d~l')c,- Ccr.:r:B 
to rrc~ivc vocational and educatjon.al ... -ounsf:i­
ing wirhout first detenni!"l ing c.ach ind",iduar~ 
counsdi,,;; ,·,..,tIs. We found th3.l . of the csl i· 
malw S94I.000 in fees .... hich V A p:ud Pliel­
ance centers to cou~i war orrh:tns. during 
fiscal r= I~J7 . aboul 5376.000 . ;K for 
counseling b!nefici:!ri~ who wert' attendjng 
secondary schools th31 Ju<! appro"w coun ... l· 
ing programs un!!.. the SJl iol1,1 Dc{c~", 

Educalion Act and .boul 531 : .UOO "' ''-, for 
counsc1Jn~ beoefician~ ""ho wac in cofkgc-s 
or technical schools that pro"'idl!d (;oumchng 
services to s.tudents. 

W. proposed thai \ ·A o'>:aiit .nd CO!1· 

sider :ill JlCninen't if\(,lrnulion rre,tin~ I., I.hf' 
beneficiari~ ' educaliorUt an"; couRSCting 
background for lhe purpoose of determining 
whetha ref ... 7r.11 to ;uidancc centt."n fOf' add'· 
tional counseling is r.cccuary . We proPC' ."<i 
also chat VA encourap: those bt-ncficurk."'S 
attendi.l, schooL~ wh.il.:h ha\ t' coun:sc!in~ 2\"ail­
able to u ti lize th~ cou~ljn, SC'I"'kes .1\ ;)iJ ,(:'Ie 
:0 Ihem in their schools. 

The o.,puty AdJr.inistntor or Vclcr:"" 
Affai .. "ated thaI VA w"" in go .. _ral ' !fee­
menl ... ;!h our r<po;t and had adoplcd ""w 
m3n:ialory proccdur", to ensur,· tlul Nne­
fici:uics nee<!ing I. 55 lhon cocprellcnti>c 
counse~n, ... ·ould nol be: referred to PliJ.a.'1CC 
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centers but would be ~ ..... "scled by VA coun­
selors on the basis of gre.tly abbrevi.te" in­
terviews. Although the Deputy Adminim .. tor 
st.ted t:lat VA woulJ .ncourage powni.1 a~ 
plio.nts attending Iuj!h s.:hool to ut i li~e the 
counseling services .. ~d.bk to them in their 
schools. he indicattd that he believed that 
many colles ... and t""hnical schools did not 
provide! their stud(!'nts with compreh(:nsivc 
counseling SClVices, W. found howe"cr. that a 
substantial numbe- of colic!;"" m.intaincd 
prof.-ssionally slaff".) !!'lid.nce dCp.lrt ments. 
We recommended therdore. th.1 VA .ncour­
Ige eligible p<rsons who h .. 'e been .ccepled 
for admis.,;o" to. or who.re enrolled in. these 
s.:hools. to utilize_ whcre 'pprorriate. the 
t'ounse5ng servic .. avoil.blc .t the ""hools. 

In M.reh 1969 the .\dministr.tor of 
Vtterans Aff.irs advisro the Ch.irm,n. Com­
mittee on Governm,'nt Operations. HOllse of 
Representatives. that. in response to ollr ,,"c­
ommcnd3!lons. V A h:td improved its proce­
dures for direct in!, beneficiaries to J,'ail.ble 
counseling sen'ices olltside t~· V A to ensuf' 
th.t full .dva"t'3~ i> I3ken of all cOIIn<:ling 
~n'ic:es available! :.. ' th:tt no unn~'essary 
duplication of effcrt o, ... ·urs. He st3l"d .Iso 
that a substantial i:nrN\'c:mc!nt in utilization 
of "".rall r.-sources had ",suited .nd would 
continut t03Ccrue. C8-II!l ~O. No"<mbcr 15. 
19(8) 

'5. GOVERIoIMENT'S CO"TR IBU ­
TtON TO THE CO~T OF SERVICEMEN'S 
GROt;" LIFE IN: 'JRANCE-I'ublk :"'w 
89-~1 t. authorizing the xrvicemen's Group 
Life Insurance progr.m. provides t~"'t mem­
bers covered by the J'f'Op"'m bear t he cost of 
norll\:ll mort.lity claims .nd th~t the Govern­
ment be.r the cost of r..ortalities tra,,,,.bk to 
the e~tra h.zards of "'':lr. In .ddition. the law 
pr •• ,:ribo.-s • formula for the computJtion of 
the Go"emment's cost" 

On the bosis of our "",iew of the Icgi,l.>­
live history of the ~uthorizing legisl.tion. we 
believe th.t the Congress intended lhot lhe 

" 

Government beor aU mort3lity costs traceat::" 
to the extra h:tzard< of w:or. We found. 
howcvtl. tbt applicol."" of the form.ula con· 
tained in the law to <'O'npute the Govern­
ment's costs resulted III ,'crvicemrn's contri· 
buting about SIS .... illion during fiscal year 
1968 for the costs " . de.th cl.ims trace.ble 
to the Vietnam cor..'i ... ·:. 

AccordinglY. : . • report to the Congress 
in May 1969. we Sl',; , ted th.t. in order to 
implement tt-e inten, of :ne legislation- th.t 
tbe Government be .. . ,It m,,:t.lity costs trJce­
.ble to war- the ('~ ."':;.,, ",ight wish to con­
sider amcnc;ltory h .. ·~"lAt".'" dunging the 
f\)mlub contained in u !~ 1:\ .. . 

The Vttcr-... ns Adll\in: ~tt3tion ndvised us 
thot it .greed. in ~ ... ·tle , ~t . with the d.ta 
presented in the report ~I.i til.t ch.nging lh. 
formula would require. dunS" in the law, 
On June 16. 1969. House bill 1~IS7 W3S in­
lroducod. The purpose "I' the bill is to ensure 
thol the United States beor aU of the cost of 
..,rvicemen·s group life inSltran.-e traceable to 
the extra hazards of .... r. CB·114859. May ~9. 
1969) 

"'.-I Gt: RA T£ DI:.TER.IJ/.\'.-t TlO.\:" 

1i6. ESTABLISHtNG THE MtNI-
MUIo- WAGE RATES FOR FEDERALLY 

FINANCED HOUSING CONSTRU'-::TlON-I" 

" reroft submitted to the C.:>n!mss in Xptem­
ber 1968. we pointe' .:lUt th.t the minimum 
W3~ roles prescribo. ... hy the Department of 
ubor. und~r the D3vi~8:l\."On Act. ror con­
,~ction of four f«lerolly r .... nced h""sing 
projects in It-.. Washington. D.C.. meJropoli­
t.n are. we:e signifi"3ntly hightr th.n the 
.... ge ntes p.id in the .re~ on comparable pri­
v3te residen ·.,:11 t.."'Onstruction. We pointed out 
th,t the Department h,d. for the ... <>5t part. 
prescn'bcd the negoti,!c W:Ige rates applicable 
to comn. ,mal-type buildinc construction in 
tlu! Washington metropolit:m 3rt. as the mini­
muir. wage .... t .. poyable on fedtrolly fin:mced 
miliiary family housing and 10"'-rent public 
hou";n, construction in the are.. We ron-
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clU<!ed that the hi;;he: minimum w:lse rates 
prtSCribed by the Uep:>r1ment fc:-r ,'O!lstruc' 
lion of f(pur federally rmanced housir.g pro­
jects duling the fisc~l years 1965. 1966. and 
1967. had ",suited or would result in extra 
construction custs estimated at S 1-4 million. 

We r~commended that the Department 
(a) prescribe the p=ailing wage r~i"S for ",si· 
dential housing constntct:on in thoe W:t>hin\t" 
ton metropolitan =a as t!le ""nimum rates 
applicable fur similar mili:ary family housing 
and for 10W'",nt public housing projects in 
the area, (b) make greater use of onsite sur­
veys to supplement and verify .Jat'" ohtained 
frore inle",sted parties. (c) undemke • gen:­
em "",x3rnin.tion of its policies 3IId praclices 
for making wage delerminations for mj);lory 
snd other ~n.ier.lly fin3nced 3nJ so:bsidized 
housing throughout th~ country .• nd (d) 
show in its area W<!~ determin3tions the resi­
dential conslruction wage r:lte. faunJ to be 
p,,",·aili .. ~ in the area of the hOlw", ron.truc· 
lion. 

During our review the Liepartment of 
lobor ~h3nged its policY in reg;trd to two 
other milit.ry famIly housing projects in the 
arrll and prrscribed tho \NO!.'" r~tes generally 
prt'Y3.iling for private ~sidcntial C'Onstru~tion 
in the .:L.re3 as the minimum w3~ r.Uc-s for the 
constnl\~tion contracts for these housini!! pr~ 
jects. The Seerrt.ry of l3bor inform<d us 
t1ut the Department would cont;""e to pre­
scn~ ""parate 3nd iliffe",nl wage Dtes. as 
dislingui!Jled from the Dtes for inJustriai 3nd 
commen:ial constru,tior.. for milit.uy housing 
.:onstruction. wherever the separale ;mel dif· 
fe",nt Dtes p"",ail on h:>using ""'rk in the 
area. 

The Sccrrtary St3trd th3!. although the 
Department cumnUy !.cked .d<qu.te f.cil­
itiC'S ror c.;)Uecting "':lge information in van. 
ous parts of the country. four .d.!ition.1 field 
"'~tatives h3d been req!Jested. Since the 
Secretary's comments ",garding its "'". policy 
appearrd to be di=-red princil",lly to the 
minimum waF rates for military r.mily hous­
ins. _ expressed the bel;ef ~I the policY 
shou!d be extended to other federal:y con­
structed :and :misted housing ........ i.lly to 
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Io"'~rent pul>lic housi!18 in the W:t>hington 
metropoliun arra and in other a"'.s of the 
count.v. (B-1644~7. September 13. 1968) 

W.ol T£R RESOCRC£S D£v£LOP.I!£.\7 
PROGR.-t.1f 

67. IMPROVED PROCEDURES-­
FOR NEGOTtATtNG CONTRACTS WITH 
WATER USERS- on our October 1968 r.,.. • 
port to the Congress. "'-c noted th3t "",tet h3d 
been d<li\..,red to user:s north of the city of 
S3cramento. California.. through «kascs fro~ 
Sh3st. Dam and R""""..,ir .ft~r its com­
pleti"n in 1944 but that it was not until 1964 
t1ut tbe Fed"..1 Go\-cmment "'3S able to 
"'3ch 3!'7ttment .... i'h the users .s to the> , 
omount of "Fed.".aJ ... ater" m3dl.,ailable by 
the project for which ~ users ... ere required 
to pay S~ an .ere·foot. C.Ic'~ations made by 
tbe Bureau of Rcclam3tiun showed t!t3t. duro 
ing the ~C·ye.lr reriod of n,·soti.tions 
(194-1-63) the ... :lIcr US<f'< h.d u •• d. without 
ch:u!:" .• bout 6 millio:! 3c,..,..f«t of project 
.... tn. \·.lued It S 1 ~ million. 

We reported th.t .t Do,em""r 1967 the 
Bur~.u h.d \'Ondudcd. or h.d pending. 141 
rontr.J~ts with watl!r users coverin, :tbout 
:!.300.000 3c",·f..,t of .. .,Uer. Th"'" contract' 
v-ill in our opinion. pennit the! w:lttr users to 
USt. without ch3rge. 950.000 more acre-feet 
of ",.,.Icr a:!nu.lIy. ,.ith. contr3ct v.Jue of S~ 
an ;>ere-foot. th.n w:tS " ·3ibble for USt in 
an "nase year prior to the oper3tion of 
Shasta D:.r and Rosen..,ir. 

We rrcommcnded tho! the S. ... -ret3ry of 
thoe Interior. in futu", neg<>ti~tion. of this 
nature. est3l:iish. prior to (oostru<tion of a 
proj«:. dc.-finite limits '" to the qtuntity of 
w:oter that would he .,·.ilable without the 
proj«t .nd the maximum period of time to 
negoti.te 3cceptable .!'7ttment ,.ith the 
""-0 .... We r"commended also th.t. if 3ccept· 
able .~nts 03:" r he ... <bed ,.ithin 
~ luDIs. the Conpess be advised of the 
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nulter. including the possibility IhOl Iilig~tiun 
mip!t be ""l"ired afler Ihe projtct is ron­
structed to arrive at a reasonable settkm~n l . 
In this way Ihe Congrtss can reconsid<r the 
authorizatioa of Ihe project . • • 

In De.. ... mber 1968. -Iloe Dep.rtm~nl 
.... ,,!>,sed Ihe Bur<~u of Ihe Budgot th~t it 

agreed wilh the substance of our reComm .. n­
dations. The Department st.teU. how~wr. 

t"'l Ihe proc-edures used in preparing f<~i­
bility reports prior to authorizati?n. prel'aring 
definite pl.n ... ports to firm up devclopm~nts 

• 

• 
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~ :iter authorization. and prol·e;.,ing of annual 
appropriations Ihr.up! the executiw ond 
leti~lative bran,hes we ... all aimed at .voidi,,~ 
such situations as arose, with t"ne Sacram(nto 
River diverters in the Central,Valley PrOjL"':' 
\8-115045. Octohcr 18. 1'l681 . ~ . 

" • • FEDERAL PROGpA.ItS-GE.\'ERAL -.. • 
• • -• • • 

68 . ELIGIBILITY OF .... IDO\'lS 
FOR 'FEDERAL BENEFITS-Our corrf!,ari­
son f)f infvrnution (.Juint:d fro~ marria~ 
f«ofdj it. so,'en Stat"'_ for hmitel!' peril>.!s. 
~Ih d.ta obtained froOl'the T<L'o rds of fn< 
Federal ,genci.-s-the o.,.parll'l'len: ot'lH,alth. 
Education. and Welfare : the V .. terans Allmin­
istrJtion : ttl"," U. S ... Civil Sl.!'l'\' i~ Commission : 
the .Railro.d Ret"e:"!ent Board : and lhe 

, Dc;porlmcnt of l.W><>r-showed that benefit 
p;I)menu.had !>cen m~de 10 ~7 ",id)"" "-00 
we", ineligihll for su'eh benefits because they 
Fd renumed_ 

' . Subsequent to our reporting of til""" 
cases. the agencies terminated benefit ,,",y' 
rotnl's in 1,:\5 (.lSCS and . in the I ~ n:m.1in in~ 

cases which had bet:n rr-:viou~ly tcm,irutnJ. 
took action to COrTC'ct improper Icrmin.:J.ti('ln 
dates.. [n addjtion. action """;IS taken in ... n 
effort, to l'Ollect . the ovorpayments whi"h 
amounted to .bout S8~.OOO. If Ihe .. benef.1 

p;lyments Iud ""en continued. they could 
h3\ ... =ounted to about S 1.2 million. 

In :> r<pOrt to the Consress in August 
1968, we sbled tI13t we believed thotthe five 
Feder.al "ll"ncies could slrenglhen their proce­
dures for identifylng widow beneficiaries who 
beL'Omc ineligible for benefits because of Iheir 
... m:orriag<: by oblaining informal ion from 
SI:>t. marria~ ... cords for comparison with 
d." in It,e :lgencies' files . 

We l'a.'Ommended tlut the Director. 
Bu .... u of the Budget. arrange with the fh'e 
.gend es to nuke feasibi lity studies to deter· 
mine " 'hether lbe benefits to be derived from 
using Slat .. nurriage «"Cord dala for iden· 
tifying ,.-i<iow beneficiaries' unreported or 
incorrectly reported remarriages would 
."ettd the .:osts of such a program and to 
ev:olu:ole the r<Sull< of the studies and. if w.r· 
r.ant.-d. (.1 make arrangements for obtaining 
from Ihe , .. fious SIal .... dala on "idows who 
ha'-e ... married and (bl assign to one of the 
3l.",nc;"s'lhe responsibilily for re«iving Slale 
n\;lrti3~ ~'Ord data and for convc:rting such 
,bla to • form usable by ea.:h of the ~gendes 
for iJenl1fy:ng inel igible benefkiaries and 
inl,.",om. ..... · t ~nl!'fit p3ymcnts. 

The Oir<ctor. Bureau or the Budget. 
3'''~ us th.1 Ihe Social Securily Admin­
istr.ation. o.,.partmcnt of Health, Ed~"ation, 
.nd Wdfue. had under way a study involving 
the- m:at~hing: ofib b,,~ncficiary rolls with mar­
riOI;<' l\.'Cords of 15 Stat.'S and that the Bureau 
of the Eud~1 v.'OutJ arrange for interagency 
p:utid~lion in llUs s tudy. The Director states 
;Uso lhat. if. after tv.luating this study, it 
3rJ1I('3~ tb:JI JI more exten-;iv~ study w;ss 
dcsir.al>ie. the Bureou of the Budset w,,~ld 
uk. the lead in making the .rr.angements_ By 
Sel'tem<M 1%9. th~ ~tud}' being made by 
Soci.1 s. ... 'Urity Administration had not been 
completed. 18-164031(4), August :!2. 1968) 
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INTERNATIONAL ACTIVITIES 

FOREIGN ASSiSTANCE PROGRAMS 

6t. ADMINISTRATION AND MAN · 
AGEMENT OF FOREIGN ASSISTANCE TO 
COLOMBIA-At the request of the Chaimlan 
of the Senate Foreign Relations Committee. 
we reviewed Ute administration and mana~e­
ment by the Agency for International ~vcl­
opment (AID) of its economic assistance pr<>­
gram for nor.proj~ct purposes in Colombia. 
Nonproject :.ssistance financed imports in 
su:>port of Colombias development r~am 
without tying the imports to specific rrojec\S. 
Project assistance bas been directed to individ· 
ual .... pital projects or technical assistan,.". 

Economic assistance to Colombia from 
aU sources from 1946 through ~cember 
1967 totaled S 1.6 bi'lion. Of this amount . 
S430 million was providod by AID. 91 ""r­
cent of which was made available during the 
Allian,." for Pro[:rCss . ... :tich was formula"", 
in bte 1961. AID's proIT"m in Colombia is its 
thinllar;est in utin America. 

Our report. issued in July 1968. showL'll 
tha t Colombias aggregate economic and 
social progress during the rust S years of the 
AUi:>nce for Progress (l962~6) was less th"n 
AID and Alliance goals. During the Allianct'. 
AID has not made systematic or substantive 
evaluations of Colombia 's pro[:rCss and pcr­
formance in ~ny an:as. There h.3s been a 
serious lack of basic dab in Colombia. and no 
submntial p~ss has been made during the 
AUi:>nce toward d.eveloping a system for 
timely pthcring and ass.:ssin~ of basic data. 
In Colombia. AID: 

-Oid not develop a SYSTem for atL'\lmu · 

lating prior bpenence for apphc.JttOn 

in deYeiop ing its future strategy. 

- Was not explicit or definite. in many 
instances. m its goals and targets 

I • 

-Did not tailor its teYel of assimtnce to 
specific levels of country performance. 

AID made no independent overall review of 
the adcquocy and effectiveness of AID strat· 
egy for achieving U.S. 3nd Alliance develop­
mental objectives in Colombia. 

Accordingly . we proposed that the 
Administrator. AJD. t~ke the actions neces­
sary to: 

-Ensure that substantive evaluations are 
made on a systematk basis of Colom­
bia's performance and progress in each 
tey area affecting its economiC and 
lOCial6&elopment. 

--OeI!e1op .I,ernative annuat I....,,, 01 
assistance for Colombia tailOred to spe. 
dfk ~Is of Colomb.af1 performance. 

- Develop a method 01 incremental fund­
ing whereby the release of AID assIs.­
tance is condittoned on, and proportion· 
ate to . specific improvemenK :n Colom. 
bian performant.e. 

- Require that the overall effectiveness 
of AID assistar.ce strategy in Colombia 
be reviewed 3t appropriate intervalS 
by tnowtedgeable internal or external 
officiars who have n:) responsibil ity 
for management of the program. 

AID did not a~ with our proposals 
that substantive evatU3tions be made in each 
key a"'a and that AID develop .ltemative 
annual k\'cls of assistance for Colombia t:li­
lored to specific levels of Colombian perform­
ance. ALD took the position that substantive 
evaluations had bttn carried out. We do not 
Iptt that th<:y have been carried out. and we 
have pointed out • grut number of areas 
where they had not been. 



, 
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Furthermore. _ believe that AID has 
not developed an anntullcvel of a";slan"" for 
Colombia, tailored to specific levels of Colom­
bian performance. as previously l!iscw", .. d . 
The failure to do so. in our opinion. is .'On­
trary nof only to AID's ' stated ralic)' and 
public pronouncements but also to p",dent 
mana~m.nt and thus the proposal d=n' ... 
re>ppraiS3l. 

B..'C3use of the fundamental imrart:ln"" 
of these two m"th. t"c; to the e,ffc!ctiYl!.n~ of 
the AID program in Colombia. we highlishted 
these r.latters for the Committee. further 
considuation. (8-161798, July 8. 1968) 

70. MANAGEMENT OF PROP· 
ERTY ACQUIRED FOR FOREIGN ASSIS· 
TANCE-In AUl,!Ust 1%8 " 'e reportel! to the 
CongrelS that from flSC.tl year 1963 to 
De.."CIDb<r 31. 1967. the Agoncy for Int<rn3-
tionol . roevelopment (AlDl rehabilitat.'11 and 
distrit-ated excess property that origi.wly 
cost SII9 million. AlD's Exe= PropeIty 
Reponal Offi\.", in Europe .ecountL'II for 539 
million of the S 119 million. and the .. 'habili, 
lalion was performed. for the most part. by a 
fOh!'q:n ~ontr.lctor und~r .3 cont-rJ.:t alt.!n:Unis~ 
lered by AID. Our ""';.,,.. sIlowed th.t Ih<:re 
" '3$ '" critical need for AID to strengthen its 
administration and ft13ft3g1:ment rebti~ to 
the rehabilitation and distribution of e,,,-ess 
prorerty· 

AID had generally foDowed '" practice of 
distribuling ex.",-", property on a firsh:ome­
first~rved basis, without considering ",ilether 
the rehabilitated property would substitute 
for new procurement or " 'hether it would be 
....,.s by I!le recipient country as su:>pkmental 
assisbr ceo Some countries \lio'1!rt! able to obt.lin 
early =mitme"ts for the propert)· undtr 
AID's first..:ome-first-scr",d formula . Other 
countries reported a ''prtt,mption of desirabk 
materi~I" before tbeir needs had b«n 
C'Onsidcred. 

1be extent of AID survcilbnce 0' .... the 

10 

quality of the rehabilitation work by pri'ale 
controlctors abroad was not s!lffieient to 
ensure that the equipment was in a S3tis­
".clory operating condition before being 
distributed to the recipient countries. 

We noted deficiencies in AID's negot;" 
lion and administration of its primary con: 
tract in Europe for repair and rehabilit:ltion 
of exc<'SS property. These deficiencies rebted 
to 

-limited use of competition in award of 
the repair contract and in award of the 
contracts for transportltion of exc& 
property as well. 

--contract labor" rate increases without 

adllQuate sul'OO'l ing ctlS\ clata. " 
, 

-a; large- portion of the regair work's not 

being covered by contract. 

- inadaquate negotiation of labor hou~ 
worted and bi lled fer bv contractor. 
and 

-unnecessary costs incurred iii the p~ 
curemcnt of rep.lir P¥tS and materaals 
from klcal sources. 

The n.'SUIts of our rniew were made 
aVllilable to the Special Subcommittee on 
Donablc Property, House Committee on Gov­
ernment Operations. and to the Sub.'OID­
mitte< on Foreign Aid E. ... ~nl:litun. ... Senate 
Committee on Government '~rations. which 
were concurrently conducling reviews relating 
to aspects of AID's prop-am fur advance 
acquisition of .. cess prof'Crty. The reports 
resulting- from these congressional reviews di .. 
cuss the deficiencies descri!>ed in (his report 
and include recommendations to AID for 
improving its management of the program. 

A~ncy officials have ~. in ~nenl. 
with our findings and ha,... taken. or are . 
td:ing . a number of specifIC com:cl;"e 
actions. These actions will 

.' 
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--«rc>hosize the .... of ""= property as 
• substitute for new ~t. 

• ~ the aual ity of the rehabilitation 
work. and 

" • ' ba.,..tae" and i"""""", the negotiatif>n 
and administration of oresent ant future 

,. .' ·excess property reh.3ibllit3tion contracts. 
(8-~995_ August 2. I'Ma) 

U.WTED
t 
frA TES BA u.SeE-OF-

P~YME POS/TIOX 

• 
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n. BALANCE ~OF PAYMENTS 
~PECTS OF MILITARY OFFSHORE PRO· 
CUREMdn C.l-In s.,pt<mber. 1.b8. w< 
rc:pol"trd to the A",ist:tnt S«r<lary of o.,f"n:;e 
(lnsbl~tions and Logistks) on the l.sults of 
our review of an offshon: (i.e. outsidr ~h. • 
Unitro Statrs) procure"",nt '!>f railr$3d cus in 
Japan to fill Rquiremen!S in Vi"tnam. 

-- ... .-We concluded that thr offsho~ prt>C1fe-
ment of PI railroad ,-;us at a cost of SI.75 ,. 

million could have I>«n avrided had "'11113-
tions. d9i5ned.to minimize dollar outtJIw. 
IS«n o1tserv.t in spirit 3$ ",,,II as.n kller. 

• 'I' 

Our f'("\iew sho",~ tlut the procuument .­
bad 1>«0 made o(\'shOR' on the Ilasis of urgent 
Dted and short deli..,ry't:mr. Our examin:t­
tion ~f t~ d~u. ho"',~. showed t!ut • 
ClOIIlbinat;on of.oversbta! estimates of deliv­
ery time from the lInitro Sbtes and under· 
Sbtro estimates of delMory time from Japan 
PIObab1y had been instrun..ental in kading to 
!he decision to buy offshore. We concluded 
\h;tt thr~d c;u~ could have been deliv­
ered from U.S. soun.-.:s as soon as from 
Japan..., sources, and 3t 3 romparable rest. 
had procurement action been started within a 
5I\ort time all.,. the urgent need for the cars 
was lim identified , 

w~ mode no specifIC recommrndations 
with repnI to this partkubr procurrmrnt 
bc:cause of the "isobtN insUnce" nature of 

the transaction. How"v"r, ""r brought the 
matter to the Department's attention for such 
action as it considered necess:ory. (8-163389 • 
s.,ptember 10. 1968) 

72. BALANCE OF PAYMENTS 
ASPECTS OF MILITARY OFFSHORE PRO· 
CUREMENT (bl-In December 1968 W~ 

reported to the s.,cretary of Ddensc the 
results of our review of sekcted offshore pro­
curement. Le. procurements from sources out­
side the U.dted States. 

This particular report dealt sokly with 
offshore procurements of prefabricated build· 
ings which. in our opinion. rould have been 
procurred in the Ur.itcd Statrs had o.,p.n· 
ment of Defense (DOD ) regulations. dcsign .. -d 
10 minimize dollar outnow, been followed. 

Our re"iew showed that in April 1965 

.' thr U,S, Air Force decided to buy, through 
thr Air Force Logistics Command and from 
U.S. supptirrs. 384 air-inflatable. portable 
shelters to fill an urgent need in Vietnam. The 

• • 
cost of these sllclters, with modifications. was 
S8.9 million. 

The portable shelters failed to p.$.< !.-st 
conditions and were deenl~d unsatisfactory 
for use in Viotnam. Most of the shelters are 
now in stofJige. 

The series of probkms encountcn.-d in 
obtaining accrptable air·inflatabk shelters put 
off consideration of suitable alternatives until 
bte February 1966. about 10 months after 
the decision had been made to b"y the inOat­
able sheltc~ At this point in time_ tbe Air 
Fon:e Logistics Command directed the pro­
curement of prefabricoted ",.t:lI buildings to 
meet kno,,;n requirements for structun.~ in 
Vietnam, Consequently. two contracts were 
awarded to U.S, suppliers for !88 pr<fabri­
cared metal buildings costing S I ,9 million. AU 
buildings were to be deliv=d b,y December 
1966, 

Apparently knowledge of this action did 
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not filter down to procurement officials in 
V-lCtn~m because. between August 1966 and 
April 1967. the 7th Air Force in Vietnam 
• warded to foreign firms in Singapore seven 
contracts amounting to S896.937 for 65 pre­
fabricated buildings. 

We conclud.-d that the time lost in trying 
to develop a satisfactory air-inflatable shelter. 
during ~ period of r.lpid buildup in the field . 
intensified pn:ssur~s on using activities to 
obtain buildings from any readily available 
soon..". irr",pcctiw of bigher co.t or of gold­
flow consic!erations. When the normal suppl)" 
system does not respond to customer needs. 
as in this casc. using activities arc motivated 
to bypas. it. Although Ihis is underslandabk. 
we believe that local commands should be di,. 
couraged from locally procuring costly mate· 
rial until the)' haw exhausted prospects of 
obt:lining it through regular supply channels. 

We suggested Ihat it would be instructive 
for this ease history to be brought to the 
attention of DOD's subordinate commands. 
The Air Force concurred. (8-163389. 
Deeember 30. 1968) 

73. BALANCE OF PAYMENTS 
ASPECTS OF SPECIAL LETTERS OF 
CRfDIT-W.: t..'xami-n,,-d into :1 special rr~ 
«um. know as Policy Determination 31 
(PD-31). mounted by the Agency for Interna· 
tional Dcvdopment (AID). to help in com· 
bating adverse balancc-of,payments effects of 
ofTshore procurements (i.e .. pu,,·haS<.'S from 
sourC("S out'\ide the United States) finanl.'cd 
by AID. WI! n:portcd the ... csults of (hc revi\.'w 
to Ihe Admin;'trator. AID. in November 
1968. 

As an 3~ency providing tcchnkal 
assistance and capital to developing nations. 
AID has had an imporl3nt role to play in con· 
lribuling to improvements in the U.S. 
babncc-of·paYRlents position. For example. 
in 1959 AID krminated its policy of allowing 
its .. \Sist.nce to be used for imports from any 
frec-world n.tion. and. since that timz, has 

incr"oasingjy tk~ :assistance to procuremc:nls 
from U.S. sourCt.'S. 

Exceptions to procure:ment from U.S . 
sourceS ha\... t-....,n permitted in the case of 
eight dC\'eloping .-ountri.'S. In these countries. 
commodities financed by AID can be ob­
tained for use in third countries. pro\;ded 
that payment for t.~~ commoditk-s is by 
!pecial "·tters of credit that can be used to 
buy only goods of American origin. 

In elt3lllinin!l inlo P0-31 s",-cial letter· 
of <red it transactions. we o"'"''''ed that two 
devdoping countries were: using dollar credits 
under the prn~r:Jm to fi!l3nce agricultur.ll 
products export.'Il unJer the Department of 
Agriculture's (USDA's) Commodity Credit 
Corpor.ltion (C("(") barur progr..tm. In our 
opinion. this lise redu':ed the bal.n..-e-of· 
payments advantag.... lhat coul.! otherwise 
have been rcatill-d. 

Durin~ the I"'riod of our review (July 
1967 Ihrough Much 1968),546.8 million was 
disburs<d to U.S. supplkrs for !loods pur· 
chase-d by nati"n. participating in the P0-31 
prot:r:II". Our t:st comprised S31 million of 
these tr.msactions. 

This t ... 1 show'ed that transactions tot.l· 
ing S3.3 million " 'cre: identified specificaUy on 
vouchers as n:prnenting payments on behalf 
of India and T:li",."n to U.S. exponers for 
agricultuC31 commodilles exported under CCC 
baner contracts. It is possible that other agri­
<'Ultural exports financed under the P0-31 
prop-.lm may ha\'C bec .. banrr tC3ns.1ctions. 
although not identifi,-d .s such since there: 
was no requiremcnl to indude this informa~ 
tion on the VOlh, .. h~rs.. 

Since a major ,>hj«tive of both progr.uns 
(baner an.! PD-311 is to realize babnce-of· 
pa yments advant:rg.:s. we concluded that 
ov.raU advantages had bttn ",duced by hav­
ing the funds of one Government .gency 
(AID) uS<.-d to finon."" exports of .nother 
Govemm~nt age"'""), (USDA). 



We discussed the results of au. to:! wi!h 
AID officials during our review. In ~ber 
1968. AID look steps to amend =~ing 
PJ>.31 ktlers of credit 10 prohibit t.b>cir usc in 
p:lyment for export of agricullur.ll. ..:-ol1llllod­
ilks under Ih~ CCC barter progr.um. .~pro­

priat.: notification of the am~~111 "'" 
tn3de to cenlral mon~lary authoolJ>es ~'If Ibe 
PJ>.31 source countries and 10 lh~ l~.S. Nnks 
involved in Ihe program. (B·146.s~ N.wem­
ba 2::!. 1968) 

H. IMPROPER PAYM~WT OF 
PORT CHARGES ON FOREIGN. ..... ID SHIP· 
MENTS-In May 1965 we repo~ 1<> \h~ 

Congress th.\ Ihe Agency for 1.1l=n.tli<'1131 
Dcvolopmenl (AID) h.d made . JS!\! " 'z,, .-ur­
rently-<making. improper paymen ts. l~(lr 'l"'CQf1 

shipmenls of surplus agricultural ,,-_m,-,Jili<s 
don.led by .Ihe Uniled Siaies II, l'..S. volun­
lory relief agencies under title li t.. l"..hli<: uw 
480. Our test showed improp« ".)o""'''''ts on 
shipments to an aid·recipient coun~ h<-.::ousc 
o..'e2n shipmenl lariff r.lles indu..'ed rort 
c1u~ comprising consular. un k"'..a;~ !un­
dling . warehousing . and 1r-.1l""l"rUillOll 
c1u~s prop«ly char:;~able 10 th.: "" ...... knl 
country undc:r the krms of "'~'c:m('nts 

belw~n the voluntary relief ag«"""",, .nJ tbe 
country. This situalion resuJ\<-u 1fT,,,,, Ibe 
bilw.: of AID and the volunlary: "'::hef ~n­
ci<s 10 examine adequately the mal<""'r 'f Ih. 
hriff ral<'$ which included Ih;.-,;< 'bw:fo.. 

As • condition for delivering: d"""led 
foodstuffs 10 Ihe people ;,f tlh:- rt'~nl 
counlry . the volunl.ry relief ... """,,;0. hod 
C'ntcn:d into special a~emcnls. tin..da- these' . 
ap\.'C'mcnts. the country :lgn:~t.I t\. .. .adrmt tNo 
domt~d commoditics frl!C of JJlI IlDrort 

duli<S. ux~. and fees for con>Ul:ar SCI'\;"'CS 

and In furnish the necessary furhb .,' f\lY :all 
port ",'pense$. including charg<s futr unload­
in&- w~rehousing. h.ndling .• nd tr:tInsI'ytlJll; 

of comrnodili<"S. 

We recommended Ih.1 AID. in> ,."'1iWh.~ 
ticn wilb thc I:·cp.rtmenl of St&b.:- "nJ I"" 

volunury rdi~f agenciC'S.. undertake ne&Oti:J~ 
tions .. i th Ih~ reci~nl counlry 10 obuin 
agree=n[ for • ",f"'IO of such amounts as 
had b«n improp"rly p.1iJ for ocean trans­
portaWn in !hc p;lSL We recommended also 
Ih.1 AID dd<mU"" the ~xlenl 10 whkh such 
port ~ ""re being improperly paid in 
otber counlries and undcrt.h 10 oblain 
appropri.ale refunds. 

We rccommend<-d further UUI. to 
provide for more <ffn-tive re,;"ws of uriffs in 
the fu;un,. the Federal ~I.ntime Commission 
require :aJl <xc.n =rim; of U.S.-finonced • 
C:lfl!O to It.:miZ~ :tnd se"(Q,hlteiy sUte in their 
l.nffs the """cral c."tors ,""'Slituting all port 
Chorf.es and nontr.nsport.lion ,!urges 
imp ..... -.l by a forei!", !"m,rnmcnl 9' C'XlStil· 
uent 3~-)es thcn."O[ In ;addition. we n.~-om­
mendN th.lt. to rn:\."'Cnt improper payments 
in the fulure. AID ,-sublish a requir<-menl 
that th~ U.s. voluntary n:'lief 3.g~ncil.-s an:tnge 
with sle;uns!\ip comp.,"ies for pn-senlalion of 
billin~ documents " 'hich shay.' separ.udy ;.III 
cb.1l';!'S tlul .n: for I"" .,"'"OWII of Ihe fon:ign 
goY.:ml'Q('nts. 

AID did nol ,< ... -1; n:iunds and to<>l no 
ac:tion until th~ Sut.committ~e on For .. ·;gn 
Aid E.'rcnJilur<S. &lUte C,'mmillee on Go"· 
em"",nl Operations. hdJ ""arings in ~Iarch 
1968 10 .kternline ",hal action Iud b«n 
uk~n h .... eMUfC' th~l f\3ymcnts for OCC'3n 

tr.lnSJ"OCbtion on ft,)rd~;d comn1odili~ 

both ........ ,.,omi, an.! miUI~. do not in..iude 
port ~ We .<.si.ted the Subcommillce in 
the "'-"'"\IIIlubtion of dala usa! and tcstiraed to 
durilll- !be hcarinj5. 

lbc responsible agclh.i~ agreed a, the 
h"arin~ Ib. l . thnlu!!h th~ ...., of a st3ti;lic.l· 
.ve<"-It" arplo3<h. thcy would ,..,;s.: 10 finance 
port ,~ in the tn3jN ;ak:l ~recipi~nt coun~ 
tries. lbc Administration es:illl3l.-..i lhal . 
undCT Ihe "'.,.. pn: .. ,a1urcs .. hcdul..-d 10 ~ 

inlo <n·«1 no bl<r lhan JanU3ry I. 1969. an 
annual budgc\.:lry and babnce-of·paym.:nls 
sa vi~ of aboul S 16 million would bc 
3ch~-aJ.. I 8-1468:0. ~a)" ::0. 1965) 
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75. PAYMENT OF CASH IN LIEU 
OF GOVERNMENT TRANSPORTATION 

•. lIEQUESTS IN EXCESS· CURRENCY 
COUNTRIES-In April . 1969 we reported 10 
I~e C'lngre>s .,.. Ihe Peace Corps,pr.Jctice of 

• paying U.s. dolfar>; in lieu of furnishing Gov· 
emment Trdnsportation Re~ueslS (GTRs). 

',yable in U.S.-o"il'~ excess foreign cu;· 
rcncy. to volunteers returning from foreign 
posls upon compktion of Iheir tours of duty, , • During Ibe 17·month per-od ended 

• 

• 

November 30. 1968. 492 Peace Corps volue-
1e ..-s returning from Indi. were paid 
's181.759 in cash for "'tum tr.Jasportation to 
the I,Inited States in lieu of being furnished 
with GTRs payable in ex~ess ruPe"s at virtu· 
ally no cost to the U.S. Goverpment. Simi­
lal~. 'in Tunisia. during Iise,,1 years 1966 and • 1967. 187 p,'acc Corps volunteers w .. e",,"d 
about S64.OOO in cash ':"or retthn tr.Jnsporta· •• 
tioi io tbe Un;t'" Slales in lieu of beinl\. 
fumishCtl GTIW papblr in e»; el' dinars. , 

• We' conelud~ that Ihe 1'''' of dol1!.r 
paymenl. ralher than excess fortWt cur· 
renciL-sf> fOrftr.1nsport.1tion costs of rPiuming 
\'o"'ntce~· resu_lta:d in in~rlascd costs. Cash 
payments of doll;us abroad to'returnif~ \'1'1· 
untc:crs in llcu of tr.:msrort:J tion home also 
adversely .ffects tbe U.S. babn • .., of pay-. . 
menls So the ext"nt tbe.1oJlars are spent WIth 
r8rcii" o~niLationstt"d individuals. .' We recomnknded 'to the Director of the 
Peace Corps. in 3. I~ttt:r da!.cd July ~9 . 1968 . 

• thaI Ihe policy of paying dol far>; in lieu of 
furtij shing GTRs (layable in U.S.-owned 
excess foreign c"",,nc)" be terminated unl= 
it w .. < determined that the continuation of 
the pr.lcticl!' was ~ntial to recruitmenl and 
therefore to the "",ce Corps program. 

The Director of the Peacc Corps was not 
in fuU agrttment 'lrith our findings: however. 
he recogniz~ that I'e3ce Corps !'Oiicy ... ith 
respect to r<turn transportation of ,·olunt ... rs. 
would tend to ha,'" an a$'erst eff.-.:t on the 
babnce-of·paymenls of the United States. 

Subsequ"nt to the issu:.nce of our report 
to the Congress. the Director of the ""ace 
Corps undertook a review of this question and 
concl~d.od that the consider.Jtions cited in our 
report were paramount "".". former Peace 
Corps policy and stated that zD new volun· 
teer applicants would l>e adTised. prior to 
their enroUment as volunteers. that the C3Sh· 
in-lieu-of-GTR privilege would not be avail· 
able if. at the time of the termination of their 
1'e3a: Corps service. they wen: stationed in a 
country which had been designated by Ihe 
T"3SUry Department as an exce::s:s<urrcncy or 
nur-e:tcess,""rr.:ncy country. (B-1 '~5883 . 

April 23. 1969) 

76. GREATER UTILIZATION OF 
U.s.·FLAG VESSELS TO IMPROVE THE 
u.s. BALANCE-OF·PAYMENTS POSITION 
I.)-[n April 1969, we ad,ised the Adminis­
trator. Agency for [nternational Development 
(A[D). that we had identified an area where 
we believed AID could help to improve the 
U.S. haJance-of-payments position without 
iDCUmng :fdditional costs or adversely affoct­
ing the ob~ctives of one of its progr.Jms. 

We had reviewed sck-.:t~ overseaS shi~ 
=nts of d,m.t<d agricultural commodities 
and other supplies exported by voluntary 
relief agencies to Paraguay. AID finances the 
()CC;In transportation costs of tbese shipments. 

Our review showed that about S2OO.OOO 
• year had been paid 10 foreign-nag carriers 
for these! shipments. Volunt.ary relief agencies 
hav" followed a ilolicy of usin, fOre~n-n3g 
~rs "X elusively because Ca) U.S.' nag v .... 
..,Is did not ofTer dir..:t service and Wl"re 
required to transship the Clf!'O and (tI) U.S.' 
fb~ • .,...,Is would n.:>t accept fin"nci.1 respon· 
sibility beyond the point of tnnssbipment. 

Our review showed. ho"",'er. that the 
foreip·Oag carrier was also tnnsshipping the 
commodities on most shipmtnts. We dis­
CU5S<d the financial responsibility aspect with 
reprncnta!ives of the two U.S. lines sailing 
from North Atlantic aod Gulf ports. These 

" 
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representativ~ agreed that. in Ine pasl. Ihey 
had aCttpled rmancial n:sponsibilily only 10 

the poinl of transshipment. The U.S. lines. 
bowev:r. bave since changed their posilion 
and bave advised us that Ihey win now accepl 
financial responsibilily 10 tbe final 
destination. 

We believe thaI. for Ihe mosl part. Ihe 
voluntary relief agencies had complied with 
the AID policy of using U.S.-rbg \·cssels. In 
our opinion. however. cargoes were being 
shipped 10 Paraguay on foreign-rb, vessels 
wben U.S.-rb, vessels coul" have been used 
under Ihen<.urrenl conditions. 

We suggested (a) that AID lake Ih~ 

actions necessary 10 change the certification 
required of the volunta:y relief agencies so 
thaI future requests for reimbursemenl of 
transportation costs can be supported by 
certifications thaI U.S.-Oag vessels were nol 
available. withoul ref.-rence to shipment on a 
direct basis. and (b) Ihal AID notify the vol­
untary relief agencies of the change in Ihe 
U.S. lines' position wilh fCgard to financial 
responsibility and thaI AID consider Ihos.: 
vessels as being avaibble when future requesls 
for reimbursement of transportation costs ",e 
made. 

AID did not agree with our rlTSt sugges­
tion because il believed that the usc of U.S.­
rbg vessels wh.~evcr they were avaibble v~, a 
transshipment roule. as apinsl a foreign·Oag 
direct roule. would distort nonmJ shipping 
pattems and would putly incr=sc the risk of 
Joss and damage to C3TJO and would resull in 
uJljustified higher transportation costs. AID 
did agree witb our second sUgjolestion and has 
advised the voluntary relief agcncks thaI 
rcimbursement will no longer be m:lde for 
freight on non·U.s.-fla& vessels to Paraguay. 
(8-163536. April 22. 1969) 

77_ GREATER UTILIZATION OF 
U.s.·fLAG VESSELS TO IMPROVE U.S. 
IALANCE ·OF -PAYMENTS POSITION 
I~I-ln June 1969 we reported to the 
nep.rtment of ApjcuIture (USDA) the re-

suits of a review of selected shipments of .[<ri. 
cultural commodities exported under title I of 
the Agricultural Trade Developmenl and 
Assisun.:r Act of 1954 (Public Law 480). The 
purpose of the review was 10 determine 
whether opportunities existed to increase Ihe 
usc of U.S.-rbg "essels for Ihe shipment of 
these commodilies. Our review was limiled 10 

shipments which moved on liner lenns at con­
ference ntes and was directed to .. ",rd examin­
ing into the circumslances surrounding the 
usc: of other Ihan U.S.-rbg vessels. -Liner 
tcrms- means lhal aU loading and unIaoding 
charges ar~ included in tho tariff "lies paid. 
"Confen:nce ratcs- arc fixed o....,an freighl 
tariffs cstablished by an inteTDalion:ll confer­
enCe: of steamship companit:s. 

We identified an area when: we foil th.t 
USDA could help to improv.: lh. U.S. 
b:>bn~-.,..yments position wi:hOl:t incur­
ring additional costs and withoul :>dve...,ly 
arrecti~ the objectives of the lill. I pro::r.m. 

Simply stated. w. belie •• th.t USDA 
coulll inn".sc the usc: of U.S.·Oag ,·",..,Is for 
C3~0C'S which mo\'~ at conference r.ut'S. Our 
ropon showed thaI ocnn transport.tion costs 
amounting 10 over S4 I 6.000 had been p3id 10 

foreign carri.~ when U.S.-rbll vcs.<cls wen: 
.vaibblc-. These: shipmen IS were mllde under 
sales a~<ment' signed during ftSC31 year 
1968 and the fir,: 6 months of rlSCal year 
1969. 

The ~w requires lhal 31 least SO pcrttnl 
of the poss tonnage be tr:lnsported on pri­
yately owned U.S_-rb!; vessels. to the extent 
that such vessels are available. Although the 
quantity shipped on U.S.-Oag v«Se1s c"ee<I.-d 
tho minimum SO percenl rcqniremml. we 
be\icvc that USDA could ship a put.r per­
c:en~ on U.S.-rb, vessels and . by SO Joing. 
improY" the U.S. balance-of-pa)"lDCnts 
posilion. 

We concluded that USDA procedures did 
not properly consider our b.bnce-of'1"'Y­
mel.ts position becauS<' USDA pcnanncI 



made no special elTort 10 llt3"imil:e the per­
centage wbich could be shipped on U. S.-fl~ 

vessels. 

We infonned USDA 'Ilut we beli<ved 
that. when Ihe ocean freight costs are II>.: 
S3me. U.S.-flag vessels should be used in pref­
=nc~ 10 foreign-fl,!!' v,:ssels and thaI US.­
fbg vessels should be u",d 10 the maximum 

'extent possible. We SUgj;est also that. duri~ 
Mgotiations for future shipments of tbese 
commodities, ronsid<r.>lion be given to i ... 
duding. in the sa1eS3grecments. p""';sos gh~ 
Iftfe,rence to U.S.-flag ,,,=Is over those of 
other countrie'S. (8-163536. June 30. 1%91 

lTIL/ZATIOS UF C.S. OIl'SED OR 
COSTROLl.f..D CCRRJ:.SClES 

78 . ADMINISTRATION OF INTER· 
EST EARNED ON FOREIGN CURRENCY­
In April 1969. we rq'ort<d to the Secretary 
of Ocfense that U.S.-<lwnw local curren"y 
funds generat"d from the sal.: of agricultur.1l 
rommoditi<. in th,' R<publi.: of Ibe Ph.ilir-­
rines and alhx'ah."d for ,ommon d~fcn!\c pur­
roses b,d b«n wilhdr,,',n from a U.s. 
TKasury act'Ounl far in advance: o f actual J i:s.-­
bursc:mcnt nL~ds and jnvest~d in inlt:tl!Sl­
bt:aring time d.:posits and shan-term promis-­
so')' noh'S by Ihe Joinl U.S. Miliu!)' Advisory 
Group (JUS~IAGI. 

The inkn:sC cam~ o n thl.."'Se investmenb 
.-as used to timnc.: Pttilirpine construction 
projects. in accordan .... -e " i th proj.:..:t agn.°c-­
mcnb. Our review of ;:arplicabte bws show~d. 
bo,,·c\'c.f. that the interest should not iuvC' 
b«n used for con.'t.ruction programs bUL 

"'th«, ,hould h,,'< b.:~n d<po<Jted in Ihe l:.s. 
T..re.uury as mi" eU.Jnc\lus n:~t:' l pts.. Therefore 
" 'e belkv( Ihal J US~tAG "'-.lS .. ilhout k gal 
2uthorily 10 include In Ibe projoOct 3!!fl-cmcnt 
(or at ka.<t to agree tol a pro,;';"n for Ihe use 
of int«c'St by the Philippine eo''CfTlmcnt. 

We propos.:d tlul all inle~ earned on 
time deposits and p:lId or "redited subsequent 
10 June 30. 1968. no longer b<: availabk 10 

finance conslruction projects. .... furtller pro­
pc-sed tluL 3 S outstanding ti= deposits 
m.lure. principal nol "-'quired f.,.. cum:nt 
expenditures be returned. ~ ..,jth Ihe 
interest. 10 the Treasury. 

/ . 

We have been, ad"L<ed llut_ ;as;a rc:suIJ of 
our re"iew. JUS~IAG has d ..... 'OIIIl inued Ihe 
pr.ctice of purchasing promissof) nales: thaI . . 
in line wilh our proposal Jl-:S:ll.~G n3S 
deposiled Ihe oquivaknt of Sloo.600. repre' 
senting interesl paid from J~' I. 1968. 
through April 30. 1969 .... itb u." Tr&sury : 
and tllaC as rtnuining time d<pasits mltun:. 
JUSMAG .. ill deposil additiO<n\ int"""" of 
about S I 11300. In addilion_ 1M ~uhlllcnt 

of about S:!55.7OO rep"""nticg ·"ri.'::I('3I 
currently not nc:edL"d has bc-r:n ctt"OSiitai,wilh 
the Treas,ury . 10 be held until ~.-.l by 
JUSMAG. 

In view of the prJcliccs ckSi:n'bed .bo,·e. 
we rccommended thaI a re,ie-a' be cud. of 
arrangements with other ruuntJ"ies: 10 2SCC'r~ 
lain whether the arr.mgcm('nts rcnnil the 
prellt3lure .. i thdrawal of funJs "ad permit or 
requin:. v.;thout k~ll authonly, 1M use of 
any intC'~st ,"~aml!d on th\!sc fUDJs t -) ~ugm..!nt 

or supplement approved p~ W" rec­
ommenc!ed also Ihat Dcpartmmr of Ocfense 
offici:>1s review tbe adequ.c~' of ii:nan:ioJ ron­
trois (wer U.S,-<lwned foreign cu.nnk.-Y main­
lained outside the accounlS of tbc Trc3SUry. 
as well as the ne""ssiiy for ;m,J kplity of 
such arT3ng.!mcnlS. (8-14611-'1), Arril :4. 
1969) 

79. MANAGEMENT OF FO!lEIGN 

CURRE"lCY-ln June. 1969_ "" :rerort~ to 
tbe Secretary of A!!rkuIIUre oa .,.,. ""iew of 
the financi:>1 man.gcmenl pro.."""""" of t~ 
Ocpart"",nl of Agriculture reb~ 10 the 
rollc.tion of fon: ipl <u"""'--Y .,...,...~ from 
.... es of agricultural corrunoditOos ImCkr lille I 
of Public Law 480. 

Our rC'\it'W showed that t.:tTtUn ~t lies 
Iud been btte in making requiruI f.,...,;p 
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currency deposits and that about 41 percent 
(or S36 miUion worth of foreign cu=ncy) of 
the oftnounl due the United Stat", b..ld been 
re~;ved more tbanJO days late. 

• .. 
lnasmueh :IS these foreign c"""nries are 

deposiled by Ih~ U.S. Govcrnment in 
int';eSl-bearing aCCOUlllS. the delinquent 
deposits have probobly resulted in a loss of 
interest income 10 Ihe U.S. Government. In .t 
I~ tv.\, counlries. tbis loss of interest 
income can result in increased dollar ou\flow, 

• 
• NIl made several su~cstions wbi<h. we 

' .!icve. will expedite the collec!!,,:! of these 
foreign cbmoncies. We also "'F~ Ihat 
future .title I foreign cU(1'CnCy sal"" agree­
me,,!!. ~rovide for payment o~ a ¢naIty to 
the United St.les when deposit.s a.: ""I ma.d. -
within a reasonable P4"rJod ~<>f lime, 
(8-1468::0. June :!6. 1961l) .. 

•• • •• 
10. USE OF EXCESS FOREI.N 

CURRENCY.BY PROJECT HOPE-in Febru- II 

.ry. 1968. the A~ency fur IntematiwJJ 
Qc>'elopIlldlt,(.t1D1 m.de a S1.5 million Tor­
eign .. sStstane< dollar grJnl to Pr~jecl Hope !p 
fl/l3ll~ the o""rating <",Is of the "csscl S:; • 
HOPE for carryin" out a medical trJining and 
tcacbin" PIOi'1".utt in Ce),lon, Project Ho"" 
attemfted "0 buy its 10<", currency needs 

. from the> U.S" Govern"",t but was ad,iscd 
th~l· no 1"",,1 cut",nc), was :;';,ilable for sak 

• even though Ceylori was an exc ...... -urreney 
counl~ th.3t is.. the U.S. Government had 
avai1:>bk for its use. amounts of Ceylon cur­
rency .... tantiaDy in excess of its norrr.3l. 
expecled requirements for appro:UlD3tely :! 
yats. 

We ad,-i:;ed olf'",;'Js of the Treasury 
Dep;utmenl and AID of this situation in April 
1968 and sUJ:SCSled Wt. since Ceyloa "'.". an 

. • xccss<urreney country il would reduce 
budgetary expenditures and benefit the U.S. 
babn~ of paymenls if a means could be 
found to make U.s.~wned excess Ceylon 

,rupees anibble forsale to Proj.-.;t Hope. 

----------------- ----------_ .. _-

As a resull of our suggestion. AID 
directed the U,S. Mission in Ceylon 10 make 
U.S.~""lIed ruP"CS available from Ihe accom­
modal;on account for sak to Projecl Ho"". 
During fis<aJ year 1969 Ihe SS HOPE p"r­
chased approximately 5~43.ooo worth of 
exc.:ss ru""", from the U.S. Government 
because of this action , (Lener to Secretary of 
Treasury and to Administrator. AID. April 3. 

~ 1968) 

81. USE OF FOREIGN CUR· 
RENCIE! IN LIEU OF U.s_ OOLLARS- In 
[)<, ....... oor 1968. we reported to the Depart­
ment oi :itate that we had observed instances 
where we believed that U.S.~wned excess 
Yugoslavian dinars could have been used 10 

pay costs being paid in dollars. 

Oellar payments ill lieu of di nar pay-
ments were ~ing nude to certain annuiUnlS 

... n.~idjng in Yugoslavia CVe:l though we cou!d 
• Gnd no justirlCation in the files for granting 
• such payments in some \."3~ while in other 

eases the amount of doll:1rs needed or the • ""riod of lime Ihe dollars were required "'.". 
not shown, Further. we found lhat there were 
no follow-up procedures in effect with regard 
to paymo~ts granted on a ""rmanent basis. 
Thi. appeared to be important. since many of 
the.: payments gr.lntcd on l permanent basis 
. ' t:'I'C g:r::Intcd for travel pur;'<)SeS.. 

In July 1965. Social Sec-urity. Velerans 
Adt:linistrJtio n. Itlilroad Retirement. and 
other ""asion and di",bility payments made 
to annuitants l'\.."'Siding in Yugosla\oi;J were 
changed ~rom dollars 10 U.S.-owned excess 
dinars. As of September 1967. these pay­
ments ~."ounled to the c'q' livaknt of approxi­
.... tdy 5407.000 a month; however. about 
SI8.700 worth of pension payments wore 
being made in dollars each month. mostly on 
a permanent basis. for v~rious nt3S0ns. In our 
opinion. these dollar paymenb were largely 
unnecessary . 

The records showed thaI. as of Novem­
ber 1967. 1!'3 annuilants residing in Yug~ 

. sbria were rec:eiYin£ dollar p:>ymcnts on ~ 

.7 
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permanent basis directl], from the Unit"" 
States. In addition. a frw recipients .... ..., 
converting th.ir dinar ch .. ..:k.s 10 doll,rs al the 
Embassy in Belgrad • . AOO. t!>c ... w .... a small 
number of annuitants ~O'\'ing dollar p3y-. 
ments on a remporary basi<- Informalion 
provided to us indic.t~d tlnt the ,mounl of 
dollor p.yments being ~ direc tly from the 
United St.tes was IOcre~ 

We recommended mot the D~p'rlmen! 
amplify existing instructlOM perl,inin,; to 
approving requests for doUu payments to 
annuily ",opients resi~ in Yugoslavia to 
provide guidelines as to tbe circumsunces 
under which requests i-x dollar payments 
may be approved. partiCt.-Wiy in the c:u<: of 
U.S. citizen<. In .ddit.OCL .", recommended 
tb.t th. Departm.nt di~.:t the Embas.')' to 
undertokr • review of all tl>e!xurrent cases of 
dollar p.yments to annui:unts with the ';cw 
to terminating those wru.:;:, "-ere not justified. 
We poin(ed out th.t .• It~~ our feview was 
limited to Yugosl.,; •. tho< iXp3rtmenl might 
wish to consider amJllifYL~ ,b instructions to 
its Emb3Ssks in otb.:r ~,-:,~rTl~nc)' cou~ 

tries. 

On Febru,ry 4. 1969. t~e Dep,rtment 
informed us tb:t it W'.l.S ~hfying eUsting 
instruc!ions to pro\'idt! ~c1jnes 3S to dr­
cumst:an cs under 'vhich dolbr paymt:nls in 
lieu or loc31 currency :uym.:nts may be 
appro,'ed and to emph~.u the necessity fOC' 
immt!di.:ltt' 3nd period k ~"S of the fk.'"C'd 
for continuing dotl.r pa~=t<- The instruc· 
tions .. ,11 be fur..lSbed t t' the AmeriC:lJl 
Embassies in .11 countries '" .. ' hi~h it is lhe 
policy 10 p.y n:<idrnt l'.5. Government 
:annuiU:nts in excess, or n.:-.zrC',ccss.. CUTKnc."") . 
(Report to Depuly Unda ~I.ry of SUle 
for Admini<tration. o..~ 9. 1968) 

12. ACCOMMOOA TlO. EXCHANGE 
TRANSACTIONS IN EXCESS~URRENCY 
COUNTRIES-In Octobe. 1%8. we reported 
to the Department of Sblc on our revIeW of 
selected policies and p~'bC'CI n.-prding aeo 

• 

.. 

commodation exch.mge transactions in six 
excess-currency countries: India. Isroe!, Paki­
sun. Tunisi3. United Arab Republic. and 
Yugo:J.vi:l.. Bal.nces of local currency avail­
.ble for 1,;,5. uses in tbes~ counlries subSlan­
tially exceedt<! lhe normal opera ling requi re­
me~ts of Ihe U ,5, Go"ernment for 
appr ., 'mately 2 ye.l'S .• s dctcrr.1.ined by Ihe 
U.S. TredSUry Depanment . 

Our review showed tha t Ihe Dep.rtmenl 
of State permitted non-America •• U.S . .. .,v· 
emment t:mploYl!cs in eXCes5<UrTcncy cou~ 
tries to fecm't: salary payments and certain 
other enorJl!ments in the currency of cou~ 
tri~s to w~lIch they WI!f'e tt3Yeiing or immj· 
~ting. Wh<::n the trayel was to countries in 
" 'hich Ih. United States did nOI holJ excess 
currency. 3n e:c:pc:ndi tu:\: o f dollars W3..S ~ 
Quired to purchase those currencies. lb.i5 
conlribul«i to the currenl U.S, deficit 
b:.alancc-of-p3~ments position and constituted 
3n :Jddilionai budgetary cos\. 

We idenlified .boul 570.000 in such 
f'J)'ml:nts n an 3nnual b~is in the six cou,... 
trit:s covered. in our rl."vicw. 

Wc recomrr.ended 10 Ihe Department of 
S· .. te Ihal .1 issue instructions prohibiting this 
pr.lcticc in I!"(cess<urrency countries. 

In lonuar:1 1969. Ihe Depanment 
in (armed us tha t it hJd rC"'iCiiCd its n:gulat ions 
to provJde for and limit the conditions under 
,,'hkh p.yment 10 non·AmenC3ns would be 
m.J.dC' in other than local t:t,.;.fTcncy. Exceptions 
:anticipated .1n: few and :!re ba)Cd on condi­
tiof''' of c-mpioymcnt 35 required by local 
I.:u~lom anJ the prl!vailing ~jtlJ,J t ion in the 
country , 48-1~749. October~. 1968 ) 

fST£R.\'.~ TlOSA L ACTfI 'fTf£~­

GES:::RAL 

83. DIFFICULTIES IN ARRANG· 
ING AIR SUPPORT SERVICES ~OR U.S. 
CONTRACTORS IN VIETNAM-In r-;ove~ 
l><1' 1968 . .. ·c reported 10 Ihe Con!!"c"" 111<11 
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the Govcrnm.nt of Vidnam (GV~ I had de­
nied cub;n U.s. contr.lCtors worlcin, on milt. 
tary pr~ in Vitinan': pe!mi~oc !~ o~ 
er;at, oK obbin Waugh sub.:onlraC1 ... ~th a 
U.S. carrier. aidift c.;,,·ices re<;uircd lD (:jlml 
their assipmenlS. 

The GVN cited the AgreelDClll of the 
194.t Convention of Internationa) CI1iI Avi<>­
tion to support its refusal. The U.s. Govern· 
ment and GVN are ';gners of the :qnement 
which pmvides :"at each contractin, country 
have the: right to refuse permission fOl" the 
aircraft of another contracting country ' to 
bke on. in its territory, p35S<:ng ..... mail and 
cargo carried for remuneration or hire and 
destined for another poin ... ;t~in IS L-mtory. 
Tht a~nt pt'O'-ides (urther tb>t it is 
applicable only to civiJ aircr.Jn 3nd is not 
applica'* to -state- aitaaft and thai aircraft 
used in military. customs, and police seMces 
are conswf~.d to be slate aircraft. 

As a resuU. one contractor obtzined air· 
lift services from a joint '<nture of a U.S. air 
carri~ and a Vietnamese air c:arritT. A 
1 S-pcn:mt premium. based on gross rnmues 
and amountin, to S I.::! million. "'"os paid to 
the Vietnamese. carrier primUlJ)' for 
c:karances for the U.s. carri« to operate in 
this capacity in V 1C1nam. 

Another U.s. c:onlractor, an..,. ~ lhe 
services of the Vietmm<:se air carri<-r. tried to 
establish its own airlift ap.bility by pur­
chasin, two aircr.ofL Only .ft~r 3 dc:i.t). of I 
year and at an cstimzted additional cost of 
S282.000 was the contractor .ble to operate 
in V .. tnam. 

lkause of tbe c.ost·r<imbun..bk fca· 
tu..:s of tbe contDLIS. these .dditioa>l COS.> 

.. 

are u1tilTlJltely borne by the U.s. Gov=.noc:z>t. 
We concluded that the 2dditiona.l ex""",,, and 
the unnecessary complic3tion of tbe COD­

tractors' oper:uit:~.31 p;oblcms bd re:Rl!ted 
from the 13ck of an 0\'c:nJJ .'Orking agn:. DCr:! .. 

between the two Govnnments. We concluded 
a.Iso that it was inappropriate for cont~ 
to have to Fay premiums for permiwon to fly 
contract 3ircrJfl into. within. or out of YIC!­

nam when ope:ating in su!'"".-"rt oC U.s. miJi." 
tary programs. 

We recommended Iht the U.S. Go>trn­
ment continue lts draftS to obtain an a~ 
ment or 3 working arT3~nl with GV:-; to 
penni! the operation of conlra~t COIlDDer.:W 

aircr. ft on an exclusn-M1SC btsis for logisbc 
air support of U.S. Go.emment ~ ;" 
Vietnam. W. had proposed thaL should ~ 
efforts ail to produce suisbctory results. the 
Secretary of Defense d<1.eTmine ,.nether the 
cor tractors' air surport requirements ccuId 
be satisf.ctor'Jy fiUed by aaetnath'e :na.".. 

The Departments of Defense and Sole 
agreed. in eenera!. " ith our findings ~nd pro­
pns~!, . Department of Defense ofr .. -.;.k 
advised us that a ",,;cw Iw! bem made u.d 
:hat they had conclud<d that airlift support 
sh"uJd continue to be pt'O'-ided by comrne~­
c:iaI support .nd that military airlift.-ouId b, 
utilized whenever feasible . ',e were ad~ 
that the U.S. Embassy in Saigon !on<! th" U.s. 
Military Ass;"tance Com:D.and. Vi.trum . ... ere 
continuing their effons 10 nqoti:tte a sat&­
factory work in, .. ,r .. ~menL V • ., .. ere 
i"fonncd th.t the 1 S-pe1"ce;tt premium- b;ad 

been climinated in July 1968 and that .... 
~nlcrim an~ngemcnt Iud bee .•• in effect Croc:. 
that time. pepJlRg fc nnubtion of • r"", 
agreement. 18-159451. Sm"",ber l-a. 1968, 
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CONTRACT ADMINISTIUTlO.V 

I •. ADNINISTRATION OF PRICE 
ESCAl.ATlON CLAUSES-The Army 
awarded a fixed'price contr~ct for ammuni· 
tion items. which providod for an upw.lrd or 
downward adjustment of rn.."C if th~ contrJc' 
tor experieneed an incre= or d~ .... _ in Ih. 
pri= paid its suppliers of ~ ammunition 
cups. ~ component of the =munition items. 
lbe contract provided further !lut the con­
t ... etor (a) notify the contractin~ offic.r of 
any changes in the prices of tt.e br:lSS cups. 
(b) submit a proposal for an ~uit.ble adjust­
ment of the contract pril"C t>y ~..son of such 
clwlges. and (c) certif),. on the (=1 invoice 
submitted under the contra.:t. that either it 
had not experienced " d~ in the cost of 
tile brass cups or. if it had. it h~ pven notice 
of:Uldecre=. 

We fOl1nd that the Cb.k~ Repon of the 
Defense Contoct Administration Servi«'S (a 
Component of the DefttIS<' Supl'll' Agency). 
whicb was responsible for .aJrninistntion of 
the contoct. had not c.tabhshcd controls to 
ensure that contractor.< complied with their 
reporting and certifying ~sibili lies under 
price escalation clauses. Coascq .. ently it was 
not aw;.re tb.t the contn..'tor had experi­
• nced price decreases on pwcl>as<s of b ... ss 
cups and should have pro('<.lS<'d a dO"'lIword 
adjustment of the contraet pri.."C to the Army. 
W. estimated that the down ... ~ adjustment 
or the contract price should ha>"C been aboul 
$248.000. 

W. discussed our findinp ",;th the Army 
and the conmclor. and they tool< steps to 
ntlOtiate an ~justmenL V"e discussed our 
findings also with officials of the Chicago 
Rqion of the Defense Contract Administra­
tion Services. and they escablisb«! procedural 
cO!ltrols for surveillance o! pri<"C esalation 
causa.. 

--_ ... _--------_._ .. _- .- -- --

In r.sponse to our report on these find­
ings. issued to the Secr.t1TY of Defense in 
October 1968. the Army stated tb~t the con­
toctor had informally agreed tu n\:lke settle­
ment in the amount ofS2IS.97S. \8-IS6806, 
October 2. 1968) 

85. l.EASING RATHER THAN 
PURCHA.SING LAND AND BUILOINGS BY 
CONTRACTORS-W. found IMI the leasing 
by contoctors of land and buildings to be 
used almost exclusively in the peri'"rm.J>;. of 
Gov.rnment contocts had rcsuhod in !!J"atcr 
costs to the Government than .... ould h.ve 
been the case if th~ f.cilities hall been pur­
chased by tbe contractors. Had Ib~ f.cilitks 
been p!!n:hased. aC\juisition costs rel,ov .... blc 
by the contractors would bav. h«n limited to 
the amount of depreciation. 

We revi~w.d this matter as it related to 
the land and buildings at 20 lo.:ati,lRs of 17 
major contoctors. Our report 011 the review 
w:lS issued to the Congr<'SS in o..·t,'ber 1968. 
W. estimated that the additional l'\'lsts to the 
Governm.nt could h.ve amount,,\! to about 
SSS .8 million by the end of the initial periods 
of the leases at the locations "'''' n.'viewed. 
They could amount to as much as $99.3 mil­
lion if all ren.wal options of the leases are 
.xercised . 

Th. decision to lease or pureb ... 1\.'Sled 
with the contractor. However ~ ba:ause C'Jrl-' 

t .. dctOrs slood to pin by leasi", or. in some 
cases. at least avoid the risk alt,'nd.nt on 
own.rship. contoctors may have ""~n swayed 
tow.ard a course of action more NoOtly to the 
Gov.rnment since equal trcatment was ac­
cord.ed costs associated with either course of 
action in ntlOtiating profits and fn'S. 

lb. weighted guidelines of the Armed 
Services Procurement Regulati,," for th. 
negotiation of contraclors' profits or fees did 
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not make appropri3te distinction between 
owned and leased facilities and therefon: did 
not offer any motivution to contractors to 
select the _thod of aequisitior: most eCG­
nomic::>l to the Government. We su~sted to 
the Departme.nt of Defense that. in negoti· 
_tina profits and fees, consideration be given 
to the methods used by tbe contr:lctor in · 
aequiring r ..... property for use under Govern· 
ment contr.cts. 

In January 1969 tbe Department advised 
US that it was considering new guidelines for 
negotiating profits 3n:1 fees that would take 
into account the contractor's investm.ent in · 
facilities. More rec:enlly. however. the Depllrt· 
ment advised us that further consideratior. of 
this matter had been deferred for about a 
ye:lr. (B-IS6818.October ~3 , 1968.) 

el. CORPORATE EXPENSES 
CHARGEO TO CONTRAC; j-At the request 
of the Cbainnan. :iouse Committee on Ap­
propriations. we m;ewed the policies of the 
Department of Defense (DOD). the Atomic 
Energy Commission (AEC). and the National 
Aeronautics and Space Administration 
(NASA) for allowing corporate general and 
administrative expenses to be charged to cer' 
bin Government contracts at Government· 
owned. contractoKlperated plants. Our re­
port on the revn W3S issued to the Congress 
in November 1968. 

On the basis of our re"jew al 17 such 
plant.. we found differences among 
Govemmcn I ag10ncies in their policies 
aoven>ing the paymenl of corporate nJ'Coscs 
under Govemmmt contract.. DOD and NASA 
gener:illy paid such upen.cs incurred in the 
performance of the contract or in the normal 
conduct of a contractor's business as • whole. 
AEC generally paid such expenses when 
iIIauted in the penormance of the contnct 
but not when incurre:1 in tbe normal conduct 
of _ contractor's business as a whole. 

As a resu!t, tbe costs to tho .arious ~n-
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ci... or the Govttn,.".nt for essentially the 
same type of wort.. performed in the same 
plaut. differed by substanti:ol amounts. 

DOD. AEC. ~ !-;ASA .greed in gener.1 
,.i th our ftndings :md oonc!usions. 

We tn3de no ~mmendations pending ~ 
compktion of a pertinent study we are con· 
ducting. The study. directed by Public Law 
9()..370 to be comrleted by De~mber 31. ;,. 
1969, in.'Oh-es the fc:osibility of .pplying uni· 
form c:ost ... ccountin~ .t..ncbrds to all negoti· 
ated prime contract :and sub<.-ontr:lct defense. 
pro=~nts of SIOO.OOO or more . The 
study encompasses :on analysis of differences 
in contracl co>l principks .:st.blished by Gov· 
emment ~ncies for .II<>-..;ng c0lf'Or;>te gen· • 
erul :md ad.-c.ini<trati\'C cxpenS<. ... \B-I ~4125. 
Novemi>e:r 14. 1968) 

17. NONCOMPETITIVE CON· 
TRACT AWARD-PursU3nt 10. request from 
a congrcss;or.aI c-onunitt"". we r..-iewed the 
pr~m<nt prcx.-"dures cmployed by the 
National Institutes oi Hc:oJth (NIH). Depart· 
ment of Health, EJocation •• nd Welfare 
(HEW), in awarding :a rontracl on 3 noncom· 
petitive basis to 3n edu,-"tioll:ll institution. 
even though """'" comme",al f"UlTIS had 
responded to a publw..,d 3nnouncoment 
requ.:stin#. qu.Iif".,;I <ourc'<$ to submit <vj. 
den,.., of their COlIlp<Icnce :alid rd ,.bility for 
renorming the required -.'On.. 

In our report to the <""irnun of the 
conunittee.. we poinkd out :hat. although we 
had found no leg;>.! b3.<is for questioning th~ 
v.lidily vf the contDct. the runJling of the 
procure_nt trans:a.:tion by NIH had been 
ddid"n! because (:al :t<kq\':ate consid~ .. ation 
had not becn given to the resumes submitted 
by the SC\"en pros;>c-ct"·e contractors which 
responded to the published SC'lidtalion for 
qualiflQtions and (b) responsibl" officials in 
the sponsoring NIH institute and in the 
resrllt'th contracts SC\."tion had not :adequ.tely 
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cOordin::J.t~ their actions leading ro the ..:on­
tract aw:ud. 

We su~sted th:lt the Dire.:tor. NIII. 
impro.., tilt surveillance exercts«! 0\'''' the 

, . 
·,'Ontral'ti..~ I"',ctices of the institute'S .nd 
divisions.t 1"111 and the cto.dirution .mon~ 
rcsponsibloe officii' Is. We sUUl-'Sred a lso thaI 
~riodic re'Vi~ws of the contrJ(ting A'li\'iti(s 
of NIH boo conducled by the «ponsiNe .~d;1 
,lfOup to CfISU'" that such .ctiviti.:s .... carried 
out elT"""ln'dy .nd economh:llly 3~d in 
accordance ",;th Federnl I.ws .nd ~1'Jions 

• 
• .nd prescribed policies and rroc-rou= 

governing the .w.nl of ,·ontra,·t ... 

.'. 

. ' 

n.. cluirm.n rek,ased o~r report in July 
1968 "ad ~ueslcd Ihe Secn;lary of IIEW 10 

-rommenl <"In Ihe reporl and ;nfonn Ium of Ihe • steps tl\;!t would be I"ken to """*'l~ Ihe 
probkms disl"ssed ·.he .. ;n~ In his "'rl)'. "f 

.fktolk. ... 1968. the Secretary SI.led tMI.'a. 
HEW wouV inilia l" ..... :ew of its rrDl·\ln.~ 

ment· poIkiC'S. praclices. a~d prOf<'durcs 10 

dC'Vdbp "",thods for pr,'Vc~tin!! the "",cur· 
ren('C' of :l~tiQns simi!.lr to those Wand "'y US~ 
(tI) _'I)ll'lud held a seri, .. of Ir.in"'~ ,,,,sions 
'bn tll~ Dt'rotiation :ma admmistr:Jhon of 
"""""h ro~traclS. and (c)-NIH c~lra"ling • • ctivities .. 'Ould be included as part of the 
HEW Audit A~nL'}" s .. gula.~· s..:hedukd • • u<\it 3Cthity. (B·16:!J67. Man:h 1~. 1968) ." , 

, .' It. "DMINISTRATION OF COM · 
PUTER PROGRAMMING CONTRACTS-In 

• Jun~ 1969 "'~ reported to the ~l3ritime Ad· 
' raini,mtor that ~"ritime Administration 
ente",d into two contracts in 1966 wilh an 
outside pn'P"mmin~ finn for the prcrar.tion 
or compu.ter programs to pnx"1:S'5 C'C'rt.:ain 
~ sbtistics gothc",d by Ihe tmision of 
Trade Stud~ Office of GovatUDCnt Aid. 
The """tncb we", initiall), .... -heduled for 
compktioCl ""ithin 6-1 / 2 months of the con­
met dat= At the time of our t'C'Yw. how· 
e\'er. the 'amput« programs , ... "re nOC com· 
plc:ti . :bnullh the contractor had been 
wort • ..g "" them for ovcr 29 months. 

.;\~ " ""suIt of th~ dday in pl'O'tiJin, 
won.:~bk C('mp"tcr prognms. unp~ 
sou= Ibt~ had been accumulating over the 
~9-m>nth p.:riod in tbe Dhision of Trade 
Studi<s: r<t'Q.rs which. occording 10 M,,"~ 
offici:ds.. ... ......, nec<lcd in connection wil1\ <.'t'1' 

t2in ~briti~ 3ctivitics wert not :!va.i.bNe: 
.n.J t."e c-ornputer Sl'strn> W3. nol being Mly 
utiliz-N fat Ihe trade 'bt~tiC$ progr:l:n us.:d 
:tS th.c ju:sritkation l'Or its :lcquisition. 

...... boolie.., Ihat M.nli~·. ,dminisu~ 
tio.lIl of tiles< conmcts ",~s ineffective be.,-.aus.c 
of 

-.. bet o f writref' doo.amentation to sup­
l'""II1 Of3119e.a 'd.ts be.lYoIeen the con­
tt....:tcW and the Offa of Data Systems 
to,) "'nOdlfy contract requirements. 

- :'he ..ID!L"'OCe of contT.-:t prtN'isions reo 
Q;;.I:IIhng the SUbrnasso.on of ~iodM: sta-. 
I\:S "<OQrts. 

-tt-e ~tice of ".~ Office of Data Sys. 
~ of approv"'!! crogress payment~ 

~\~ no as3J~ mat W()t"k had been 
~, 

-~~uate d\la.Jmentdt ion to support 
I!'~ns ot ~ fOlt completion of 
tt-e ..-ontracts and inae.J:sIe in contract 
O>SIS. .., 

~~ rnoni:onng of xtivil ies of 
tt.-'t' contractor during the contract 
p<nOC 

.... l'<\.'Ommcnded th.t M,,"time. to I'C'­

ttn~ m;lI"(.im.um bcllC'fits from its 3UtOn:\:I.tic 
d .. ~ ""''($Sing cquir"",nl and to im~ 
the ;o.lministration of ron tracts. (0) ~ 
the orer.ati~ unit IC.potlsible for .dmini:s.tn­
tion of \.""Ontnctors" x~'ities to monitor' \.'X'\Qo 
tra"t\)l$' ... 'On.: at all Ii""" and. when 3fpli­
cab". _~n tbe ruslORS for contra,'tIln' 
foilu", t" m«t compktion dates. (b) ind'..l\k 
in futur< C'Onlrocts of this rype a require_lit 
for submis»on of pmpas rq>arts on a r<t:U' 
IuIy sdocduloed basis. (c:) ~uire lbal;ill ~ 
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ments and proceedings at meetings concerning 
changes in the scope of the contr:lct work be 
(!nc:umented and included in the permanent 
contract meso and (d) require contractors to 
submit adequate justification for any requests 
to ext~nd or dmend a cont .. :!ct. (Report to 
Maritime Administr~tor. Department of Com­
men.-e. J'une ::4_ 1969) 

,"'otr: For additio,wl items rel.:z.ud to uco,,~ 
INc' ~idmirli$tratio" •• , $C'e s«t;Otl "u 
uEcouom;c Opport.mity Progr"ms," 
it ...... 7 ,,,,d 8. 

CO.\TRACTI.VG POLICIES 
AND PR.-IcrICES 

8._ EVALUATION OF COMPETI· 
TIVE PROPOSALS-We reviewed the proce­
dures of the Air Force for tvalu.ting competi­
tive plOpos:tIs in the award of negoti.ted 
contracts for the operation and maintenance 
of thc Ballistic Missile Early Warning System 
(BMEWS)_ the Distant Early Warning Line 
(DEW Lin«). and the White Alice Communi",,­
tion S~-st~m_ Our report on the review was 
issued to the Congress in April 1969. 

At the time of .ward of contracts for the 
.)Jler.ltion and maintenance of the three sys­
tems_ the Department of Defense (DOD) was 
prohibited by law from a'varding such con­
tracts for more than I -year periods. A yearly 
av.-ard to a different contractor. selected 
through competitive negotiation. involves 
c:hang..'-Over ~ts (biring and tr~ining of new 
rcrsonnel and obtaining required security 
dQ",nc:es) each ycar_ To redu,,, such costs. 
the Air Fon.--e was retaining competitively 
sdttted contractors for 3-year periods. The 
competitive $dectioR of contractors was based 
Oft the price proposals for only the rtrst year 
of the 3-year pcriod-in line with DOD policy 
that contractors- proposals for sub.equent 
years roOt be considered in awarding contracts 
rex thc first year. 

This method pvc the incumbent con-

tnelms a' significant advantage over competi­
tors. For example, had the Air Force been 
pennitted to consider each offeror's first-year 
prorc<ll combined with option prices pro­
~ for the sccoNi and third years, it would 
have bttn found that Ihe proposal of a com­
petitor for the BMEWS contract. rather than 
th~t ~r the incumbent contr~ctor. was Ihe 
mo""! f:m>rable . About S8.8 million might 
b.ne Ncn 53vcd by award of the cont,~ct to 
the ~""",p.titor. 

We SUUl'sted that. where there was rea­
so~ certainty th.t (.) the options for ~he 
secoo.l and third years will be exercised and 
(b) &ilure to consider the option prices for 
the ~"Ond and third ye.", would rc,ull in 
substantially incroascd costs. DOD explore 
the mnns to amend. or deviate from. its 
polk-y. DOD ad\-ised us Ihat revisions to ils 
poIk-y were bdng considel\'d. 

On July S. 1968. the President signod 
I~tion (Public Law 90-378) that author· 
ized 0!'Jt3in '-.'Ontracts for scrvk~~ 3nd ind­
denbl supplies to extend beyond I year 
(multiy""r contracts). The legislation is appli­
Clb~ to contracts awarded for services or 
inc:idOlbl supplies outside Ihe Unil<d States 
that :are funded by I-year appropriations and 
Ihe",f.,re is applicable to 11:< operarion and 
main~nce <"Onlracts of the Iype discus-,ed 
in our report. This legislalion should help 
alle,;'"," some of the problems in the negotia­
tion a",1 .wan! of such cont'Jcts. (B- lb::839. 
April :S. 1969) 

'0. PROCUREMENT OF JEWEL 
8EARINGS-The William Langer lewel Bear­
i~ i'bnt. Roll • • North Dakota. was estab­
lished by the Government in 19S~ as a 
Go\"~rnmtnt·owned. contr.1(:'tor~p('ratcd 
domeon.: source of jewel bearings used in 
defe~ items to eliminate dependency upon 
fo~ ,.,ureos of suppl)' ""hich could be cut 
off in the event of war. The Lang<r plant was 
a mond:atory soun.'\! for jewel b,'arings con­
bino<d ill items pun.-hased by the Government 
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ancl for j~ ... el bearings purc.lta.o;cd for the 
nation;d stockpile. Because anilloble infurm.­
lion inclialocl thol Ihe plllnl "''2S not ~ing 
f"Uy used. , ...... nude. survey of the pun:h3s­
ing ... ,cl stocki>iling of jewel be:uings witb the 
obj«tive of exomining inlo ."tlmplianc-c ",;Ih 
Ihe ~ncl.t"ry..ource requm,n",nts ond the 
.dequ:>ey of the existing stockpile 10 m~t its 
obj«ti\'~ Our report on the survey "''2S 

issuocl 10 the Congress in April 1969. 

We found th.t there was. n",'(\ for: 

- 8ettef enforcement of the- rnondatOtV 
requ .. emcnt for the purch..se MId use ot 
the beanngs produced In the pl\nt 

-Gre.ater comohance with the rt!Quil~ 

ment for the uSC of miht.lry-standard­
Slte bOat ings.. 

-Rev;'" of the adCQuacy 01 1M J<W<'I 
bG.Y1'lg stodoile. 

We propos..s : 

- TNt the rnandatorv,~o'Jt~ ~l,Ilfemrrll 

Inctuded in ccntracts for t'Vrc:hases over 
S2.500 be enterY!ad to "'--c ...... " ...... 
$2.500 .... 'hen the item ~ purchased 
was ,I ~ bearing or • f""'IOvntt'd I~~ 

- '019 

- ~t instructions ~ ~ expblt'lll'9 
the ~ for granting ~~ of the 
~tory sourt:e requ;,~ 

- ThiIt current mil itlJtY st..-dMtb tor 
.- _;"9' be stud;"; onct <lPdated 
where- CIOfOPriatP and ~t the Armed 
S.",ices Procurement Regil latl()t\ 
CASPRI be , .. _ to po'"t Out the '-' 
to ute milit;ary-standard beJnngs. 

- 'TMt the iewel bear ings in the stoc~ 
be ~zed to determine wtwtrer they 

__ al\)lable to m;ht>ry end 1t.,.... 

cumntly in .... onct could be '.-oed ;n 
the....ent 0' mobil;.lat~ 

The "I"ncies involvocl exprcss<d ~ 
-..t with certain of 0.... propos:als.. The 

.. 
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Dcput"",nl of o.,f.""", however, did not 
~ with our proposal that ASPR be revised 
t\) poin! OUI the ne..s to USl: mililliry-standard 
~~rinl:S- We n:commended thot the Depart­
mont reconsider its position on this m.tter. 
IS·IS9-I6J.Aprill7.1969) 

I 

91. PROCUREMENT OF TECHNI · 
CAL MANUALS-We nude. review of the 
Anny's pro-'U",,,,,,n! of I."hnic:tl m.nuals 
ItStd by m:aintcn:on"" personnel in overh.ulinJ; 
"ninst3n~ :lm,rofl engines. A. report on t.IWI 
",,;'w .... '2$ issued to the Secrebry of the 
Ann.v in (ktober 1968. The A.rmy fellowed 
Ute proc!i.", of pro<. .... ring th .... m.nu:tls from 
~e engine contr.lctors in m:lnuscript form 
:and fumishiJl! the nunuscripts to :tir·from • 
.;.ontn,lors t ..... inclusion i,\lhe over:tlJ .frcroft 
lft\linten:m\.."'C m:anu:aJ. 

We fOUDd th.t th. processing of Ihe en­
llin. rnoin!>:lUIle< nunuscripls by the .irframe 
<:antr.lctors had nOI resulted in .ny subslan­
tJ>'C Ch.lng&:S in the supp~cd l""bnie.1 dot • . We 
bdicvocl tho! the Anny could improve the 
deli,·try time of the engine m.int<n.nce in· 
stTuctions 10 'I'S using acti,iti .... and also could 
.O'eel "OS{ redu.'lions of .bout S I 00.000 
;annually by bl\'tn~ engine manubcturers pre­
r-are thcir rnonwo:ri:>ts in "'rroducible fonn. 
SudI .ctioa "'QUid avoid the ne..s for process­
"" of the _terial by the mfrome contra.,.. 
tors. It wouIcl .100 conform with the proctices 
fuIIow.e<l by the Air Fo", ... nd the N.vy 
"iliclt I'roa&re sinlil.r data from their ... ngine 
~tr:lCll)rs.. 

Follo"~ our discuuion of these find· 
ings ... ith olT""," of the Arm)" they agreocl to 
...topt pro..'C\lures similar 10 those followed by 
the Air Fon.", .nd the Navy. (8-161671. 
o.."tobed. 19681 

IZ. PAYMENT FOR SERVICES ON 
LUMP.SUM OR ANNUAL INSTALLMENT 
aASIS- III Jamury 1969, we st.ted in a 
I'q!OfI 10 the li<'c:ttl3ry of the Interior Ihat 
('AIf mie .. of :0 contrxt e'\eculecl in June 
1<165 ",;Ib • p ... nte po"""r ""mp.ny for the 
~ssion of Feder:tl po"' .. r disclosecl that 
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the Go~mmeDt would inrur ' additional costs 
of "bout 5S~.OOO. This additiolnal cost 
"':oul<I be inOl""" be<.";Iuse the Bureau olf 
R:«bmotioln d"<'ted to nuke a S2.6 millioln 
hunp-<Um poym",,' 10 the compan)- for the 
td of- the compony's Ir.msmissio~ fudlities 
for 50 years .. 1Ie:n il ",'OUld hav!be.n more 
~mical to ha ... IIU~ SO .mnual payments 

_ of SIOO.OOO. The: compony had given the 
&rou the opinion ofusin!. eilher mt·thod. 

-, 
• The: Bu.re;IU .!.,<:ted to nuke a lurr_.,-sum 
~-ment b:os.:d ::pon " colmparative cost • 
"""~,,,, of the: IWO :o1ternativc:s. using 

• ~t-\·'lIu. te.:hniquc:s ~. 31'Plyinb int"rest 
f'tu p~-nbed in Sc:nate Document 97. 
Ei,.hty-sc''''t'nth Con~ s~,:ond" session. 
s.....tc Document 97 c:sI.blish<d t~e pr",·.,. 
d\m:s ::. be .. ",d in dis..", .. nting future b<n.,. 
fits :ond <'OSIS in determining the-feasibility..,f 0 

-_tcr ~rcc::s pro;c,:ts. The: di~ount·rate 
doetcnai.nation.. ;IS pn:so."b<d in Senate: D",.,.­
ment 97. ~i"'-'4fhe usc: of th"Jvera~ rate 
oi inten:sl (\;lpNe on T~asury Jbligati.,ns 
.. iQ.:h.. up<.>d oriPn'" issue:. had te:rnts of • 
maturily of 15 yc-= or mo", ..' ,. 
.. .. Akhout.· the Bun::3U is' n:quircd to 
foll<> ... · th" int"rc:st-r.t" ,riteria ""t forti. 
ill So:n3te llo.:urncnt 97 for d<l<rmining the • 
feasa'Nlity of .. "Pter resources project. such 
a ftCIUiren::nl docs not e7 ist for de,;ding 
whetller.it ",-.:-uIJ be i .. the Governmont's 
;a~ 10 ,-oo"""t (or r ser-i,. on a lum~ 
........ y ..... nt bas,is. or by making periodic 
~-mmts "" .... a sp<cirocl number .>f years. 
~ the "''''~)- i.:J.1 interesl rale whio:h 
is tb< -"l'~ yi.:ld of long-I~rm T reasuty 
~ ndlll<T due: noc callable befon: a 
~at numl1<-r of years.. in our opinion. more 
~(dy retk..-rs the real interest cosl 
to tbC Go\ ............. t.. ...., believe that rate 
sbcuId ha,,,, """" usc,J in conside:ring the 
ta., ""'thods of COIItn<'ting for fadliti ... 
... scnicu. This rat~, b3Sed on current 
tII:ad:~t priCC'S. "'1"I"<3fS in the monthly 
T..:asury bulletin.. tbd the Bureau " sed lhe a_. ~;'Id nt<, lbo: renenl ";orlh of Ihe 
-aaa payll1Cft '" would haYe bee:n abou t 
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SS;::5..000 less lhan the S:'6 miliioln lu.mp-sum 
~·"""n\. We beli",-e that ;HI "nal) .. is on this 
tou..--is wot.:ld ha,'c awed Bureau om .. ;31s to 
~-r the annual-po)'mcnts <,plioln offered hy 
lb..- private rower .-ompany_ 

We ~'OlIUI1'<nd<d that the Dcl"rtment 
iss:...,<, instru .. -tions requinng that any rutuTe 
~tion i!1m"-inl' an <'I'hon of nuking a 
lIu:zI~m or lonF:-term p>ymcnl indude the 
use of 3 Ws..."'OUnt r.:J.tc! whi"h mon: 3\."\."Uf'3te1y 
I'tt"'-:ts the int.....,.t cost to Ihe Government_ 
We- """,n.mend«! :.Iso thaI I~ sp"d;..: types 
~' obIiptions 10 b< uSo:<! in "'tablishin~ 3n 
~pri3te dis.."OUnt rate be oblain"" from 
~ Sc.:n:t:uy of the Tre;NJr)-_ t 8-135$05. 
.........ry3L 1%91 

93. DISCOUNTS GRI'NTED GEN­
I:: __ ATING J'.ND TRANSr.lISStON COOPER­

ATIVES-In our Au"",1 1%8 .~port 10 the 
t·~'1\..= "" "'ron"" that the Dcp;utm<m of 
~ Inh.'ri()r h3ld st.3tC'd ttut tlK' rate- stN..:ture 
<'Ii .!to Eastern o;<ision of tbo: Mis>ouri PJver 
~ Proje.:!. for the sak olf <1 .. ·tri..::o1 ""WeT 

~ tbe Bumu of R.",lartl3.oon had not ""en 
~. up to .. "'(Wtr Ul thC' ~os.t oi constnl.:ting 
t.M.."'crnm~nt-o"'Ik-d tf'3nsmtssojon facihties or 
,~) the cost of u~ the hnes olf third panies 
twb«lingl for ""1""1}' of po .. ",r to .. =tom"rs 
" ,-..tN ",;thm short dist"n..-..,. of a Bu",,,u of 
(I;:."' .... lfI3tion substation. ~"'-~rthelcss. the 
~""'nt has foUo",,,,d a policy of :o1lowing 
t:<'~~ra 1 i ng ;and 'r.ansmiSSl()n cootJl('r.nivt.."S 
,Go,,, Tsl in the mart<l ue" d .... "ounts in lieu of 
~ting of aU rum po",,,,r deli ... ri.... .1-
tJb..~ in ... "'eI't.1in insbRC"\."S.. 'SOme ddivcrics 
:= for G& T members I"""'ted ",ithin sh<lrt 
~.,,'S from , Bureau substalion_ 

Bu ... au <:uSlomers other than members 
<>Ii' .. G& T 1"'4ted nc". a Bur<3u substation are 
~"OI.ired to bUIld their 0"''' lransmission 
b:iilitic:s or make meir 0"'" whedin:: at­
~nl.. nus in.'Onsistrn..-y in roJicic:s 
5"'-".;.Jcs ,-..rtain G.i Ts and their mrt;!'<rs with 
,o...'C adv:onl3g<s Dol a."~,,bk to otbo:r Buruu 

, . 



customers 1000ted ,.ithin short d;st.r.eo:s from 
a Burau suM. lion. 

1I.'c ex.mined into the discounts gr.nted 
to ta'O G&Ts :md noted th:lt .bout S300.00c 
of thoe discounts h:ld bc.:n granted on power 
ddn'-crics to m~mber \."Ustomers whose dj", tn­
bution systems ,,~~ in '-'"~ proximity to the 
Burcw's subst.tion1. 

y,c SUlll"'Sted th:lt thc Secret.ry of the 
Intmor direct tbe 8Un:3U to rt'ex3minc~ in 
~tion .,;th rutun: contra..:ts or contract 
amendments with G..~T .. discounts grJntcd in 
icu of whcelin", po,."r short distan.",. We 
su~~d also Hut su..:h dj~Ollllts ~ limited 
to those delh'('rics ~'hic:h confonn to the 
",iI«Iing policy on " 'hid, the power rotes 
.. ,.~ csl3blished. 

1M Deportment did not .~"" .... ith our 
SII~tions. Th~ Ikp.:anlth!nt stattd. ho\\~\'er. 

lh:lt it would h,w no ot-jeetion to making 3 

C05I. finding to determine whether the .mount 
or diso.:ounts allowed the G& Ts was in confor· 
IIUIK"C' \Io ith the (untr.h.:' pro .... isit.m lh:lt. if 
;I\,(,r.:I,~ \Iio'h«ling C\'lSts. 3rt' I~s than I mil1 a 
tilo"'2tt· hour. the lo"..,r <ost apply. 

.... " continued to I><'li""e thlt our sUI"I"es· 
tioos Iud mc:rit .nd thcr.,(ore recommended 
lh:lt Ih<:}' ~ .dopted. We recommended .Iso 
lh:lt thoe Department's cost finding stud~' on 
tta.. rebtionship of ""heding costs to the 
cfis;."OUnts l>cing p:>nted to G&Ts ~ based on 
the ... "hctlin,. policy on ""'hich the rates were 
<::stabJi>.t-..d and .h:lt ronsidenllon ~ gn'cn to 
:oil a1.km3ti,·~ induJinJ estimates of the 
Burau's cost of ronstru.:ting and operating 
its era'11 transmission lin~ to provide direct 
...... ~.., to mem~rs of G.l Ts that are dittible 
fol' such s~f'\' ic~ 311 Bureau expense. 
(I~ 1~5().e .. August 6. 1968) 

.4. REN~"'Al OF CONTRACTS 
FOR TRANSPORTATION OF MAil-In 3 

JqlOI1 issued to I"" Postmaster Gencral in 
AllJUSI 1968, .. ..., pointed out th.1 somc sl.r 
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route contracts for inlercity ItighW3Y trans· 
portation of mail by private carriers that had 
l>e<'n iniliatly "warded for 4-ye.r periods after 
advertising for competitivc bids h.d b<!cn 
renewed hy the Post Officc Department with· 
out ",advertising and without documcnting 
the justification for not ft:ldvertising. Our ex· 
arrUrl3tion into selected contr:u:ts in the 
Seanle Po.t.] Region showed th.t thc service 
COSIS on many of these contr:lcts had in­
C!'!a..,d substantially after the award of Ihe 
initial contracts. We found that the costs h.d 
increased from 25 percent to 600 pe ..... ..,nt of 
t"" last advertised conlrJct amount. It w.s 
our opinic," that the Department's instrul' 
tions did not provide the specific guidelines 
necessary to enable regional personnel to 
determine when the scope of chang ... in ..,n·" 
ice w:Jrranted readvertising. 

1M Deputy Poslm3St<'r General. in corn­
mc:nting on our report. advised us th.t th" 
Deportment concurred in our fmding and th:lt, 
acr.nrdin[!ly. instructions h.d been issued May 
21. 1969. est.blishing some definite guide­
lines by whi.:h regional oflicials can make de· 
tcfTt'tinations as to wht!thc:r star route con­
tracts should be renewed or «advertised. 
(~114874. August 2. 1968) 

.5. USE OF GOVERNMENT PER· 
SONNEL RATHER THAN CONTRACTOR· 
FURNISHEO EMPLOYEES-We found th:lt 
the Fedcral Aviation Admini.trJtion (FAA). 
by revising its present .rran~ements for peri· 
odically n..'quired rT\3int~na",:e inspections on 
cemin ofits Europc--ba..,d aircraft.l'Ould real­
ize a substantial reduction in costs of m~; ' I., 
nance sr-rvices. The maintenance inspct:tions, 
comprising safety. service. and numb.- j 

inspections (routine inspo.·tions r~rform~d 
every 300 flying hou~). are perf 01 m<,d under 
a conlnet with a foreign airlinc. 

We found th:lt t.he types of in;pe.:iolls 
made by thc U.S. Air Force on its .ircr:lO 
based in Germany were vc:T) similJr to t"" 
inspections required for FAA .ireraft and pro­
posed llul FAA consider arranging ,.ith the 
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Air Force for the "",inten.nce inspection of 
FAA's airct:lft_ FAA .cceptc'<i our propos,1 
and cont.cled the Air For« in Europe_ The 
Air Force, however, concluded th.t the ini­
tially esti"",ted S3vings could not t><, .chieved 
t><,c.use the esti"",t. of .dditiol13l m.npower 
required to sen'ice FAA aircr~rt h.d been 
underst. ted. 

FAA therefore initi3t~d :1 study to asccr· 
tain • more economic. I 3r .. ngem~nt for in­
spection of its :lirc .. fl. the rc'Suits of which 
showed th.t the .. relY .nd """,ice inspec­
tions, which would oth~rwi~ cost about 
$84,300 under controcl. ~ould be ""rformed 
.t Air Force installations by FAA ",,<sonnd 
for .boul S40.700. " sa"ing of ahoU I S43 .bOO 
annu.lly. The siudy sho"",,d abo th4 t it would 
be more economical to h.::ivc (hI.· con trado r 
continue making the numbered inspc."ctiol1s. 

Accordingly. we su~ted lhal Ihe FAA 
Adminislr~lor aI'P,,:ve Ihe proposed pl"n 10 
revise the 3rT3nl:!Cn~nts for obt ... ining safety 
and service in~peclions of FAA-own~d ain . .' rafl 
in Euro~. TIl\! FAA Admini~t r~l\ur "\ t~tct.l 

UUL to the p.!xtl:nt pcrmi~,ibk untkr thl.' Prl'S­
id""I 's direcl ive of January IX. 19·.X. wh ic h 
requin:s 3 ~dul.·tion of Aml'ri"an rrc:scnc( 
overseas. FAA would rxpand ils in-house 
m:Jintcn.lnc(' carabilith.~ 

w. were advi<.d by FAA ollici.ls II ... , . 
z of June 1969. FAA had bn:n unabl< 10 
3S3ume the ins~ction functioll"\ mainly be· 
aUK the Department of Stat~ ~tnd thlt Bur~au 
of Ih. Buda;ct had declined to aUlhorize an 
in~sc in the- number of FAA positions over­
seas.. FAA pI3n.~ to ulilizc impendinp. position 
reduclions in Ihe I':i<ili< Region (Tokyo) 10 
provide the addilional posilions n,,,,ded in 
Europe .. (S-I644Q7(1), s.:plemhcr 18. 196M) 

tlii. USE OF THE FORMAL 
ADVERTISING METHOO OF CON· 
TRACTlNG- We r<porled to Ihe \on"""s.< in 
JanU:lry 1%9 on "",ings 3vailablc through thc 
Gc:Rer.l1 Services Administration-s (GSA ',) U\C 

w 
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of the formal .:lJvertlsing m<~ of ,,"OR-­

tracting rJthrr than through tbe ,""ntnctin~ 
method known as sccond-ph.:l:s.: n('~t13tion. 

Under the second-phase _Ihod. GSA 
requests suppli.rs or 'imilu il<l"" I" submit 
prices .1 which Ih<~' arc wilEn!, 10 sen Iheir 
products 10 Ihe Gowmmcnl. GSA then 
affords those suppliers whkh haw suhmilleJ 
higher price offers an t,)pportuni(~' ( 0 m,,~t tht" 
lowest price offered. Th. ",,",,,,,,r.. willd, 
agree: to meet the lowest rrk'C' ~ ~w~n.t,,"\J .. 
contraCI and ar< Iosled in 3 G5.\ FeJer.' • Supply Schedule as 4'''ilablc sa!'i'ia= for Ihe 
item. Frderal agel!<i .. then nu~' puren...., 
their requ ircm~nh at th~ saft'll(' ",...,.., from ;,tn~ 

lisled supplier for thai ilcm. 

• 
We had pr"" 'i(ltl,I)' i~'lIcd l~ n'p"rls h,' 

the Conp""'S.'i whkh !\hnw.:J ttut th(" U~ of 
rormal adv<rti'in~ rarh,'r lhan II><' s., .. 'Ond­
ph.asc m~thod of ,unlrJl.:ti~ .. » rr.t"·ti,,,"al 
and thai the Go\'t"mm,,'nt ~OUJJ ft'.aluc ~~ 
stantial ~vin&, 1hrout!h it~ ,,·2'~~ ' i\'c u,('" 
The!'tC n:ports con",-,mcd ' ·ontr.lo..··" for th(" 
pro,,'ur"'lnt!nl or 11~IH hulhs • ..auh,ln",t.\.: liro 
and tub\.'s. JnJ alf\,'rJfI ti~ \\ (' Iherd\,)f\"' 
undertuok a rl:\ iew 10 dct,..'rmanc: "hcth,,-r 
GSA was u'iing Ih.: !\,,"\.'und"rtu.·.j(' n('J.!"llahon 
mdhod to cstaNi,h ",'ontra~ts f" .... '-lther ,,"0In­
moditic:s .. 

We found Ih.t GS.\ used Ih .. 
second-phase ""'thod in il. ' __ Ir.KI1"~ for 
thret 3dditional ItTOUPS of ,,,,,,mmodlli,,,,, 
-50u"d-r('Cordin~ :tnd instrurtl('fttJh\\R t3f'.' 
heavy-duly ekelrical balleri, .... ""o1lilh0p3ph­
ic prinlin& pl.les. E.,·h nr til""'" ""mmooi­
tic..~ is pun:ha.-.cd in amounts (\f .i~lUI S-l 
million a year. Our f"C"'it:w indh.."'::IIN th:u la' 
forl1l3l advt;rti ... in~ W.:l) r"'Jd~:II .--." m3ny of 
the ilems in Ihe group< 1><.-.:.""" FNcral '"",'i­
fications had been ... Iablishcd:m.l ~ sum .. ;<nt 
numtk"T of suppliers l·Xbh.-d to rc-nnil ".,''',,''­
live (ompelilion for I"" t-;".. .. m""'nt·' 
n'quircments and (b) GSA <ouo.! ~h.tn< ... il" 
opportunity to oMain fair 300 "':toOnabk 
priCLOS for the n:mJi!1inL; itc(1'l'o, Ih"""#l inJt.'"­
""ndent ne~oli. tions wilh in.!:>oJu.>l "'~ 
pli.rs. 
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\\'~ SUled our bc:lief Ih:ll lru, """""e!­
rN"" ..... Ibod did not cnrou"'r:e m.:1ximum 

.;. om'" rom~tition be..";JUSC. by affording sup­
pliers lru, o~lI1Ul1i\y to Ill.1lch 1001 .... o frered 

• N:i<....-s. GSA l"'"iJed no inccntjy~f"r lite sup­
pliers 10 initiJlly submil Ihetlo",..,., p ......... 2t 

.. ,whi.:h lru,)· _ .... illin!' 10 seU. This method 
• rdUlted in ;odJitionlll surPli~rs "'Iher llun in 

mor< f.vonNe oIT=J pric~. 
• 

• . ~ We TC\....,m"",nded 10 the Adminisuator 
of Qner.tl s., ...... -cs lhol GSA (a) ili:!continue 
ilS usc of the """"nel-phase =Ihod of ~ 

hrt:ling. 1M btc Ihe necessary sleps 10 usc • • fortn:ll 3<h.."risln!' in ~Ublishing Sch<Juk 

p ' 

~"OftfD.:ts ",her(, """,tid .• nd".:l use inde­
p:noknl n"1"'ti3tions tn atablishin" Schrouk 
CWlIf.Kts for Uems Ih:ll >r< nOI'Susccplibk 10 
fonral adv.ortisin~ •• • .. .. .' 

In Au~usl .1968 the Administnlot 
~ us tltsl GSA ~..-eed Ih:ll fornul "dv«­
tisinl' sIIoukJ1.c used in esl~bltshinl: Sch<Juf. 
rontnqs wll<nc>..,r "",.:ti.:.1 and (atble.,xl 
tltsl due ronsiJcntion should b" p-C1I to Ihe 
1\')bl ~"OSt.or r.:Ji'rly. tI~ rurth~r . lisa! us 
,\>1 I~ . n ;"t;n!' FeJenl,s!",-; r"" lions for 
sounel-TC\.vrdin" anJ in'trum~ntallO"I\:lpcs. 
bnvy.<JulY .,k.:trical t-3l1eri.:s.. ;and lithor:­
npllinl' pUles .. ..,..., nol 3dcqU3\C (or .:0rnp.:1i-
0.., procurlm.alS l!n.1 that. until the spo.;C ... 
pQojls <...,..\.J be a~prOpri:alcly ""iseJ. GSA 
pbIIncd ,10 .""2N .tur< Schedule ,"Onlr.a:1S 

throu~ intk~<knl nq:oti3tions.. GSA sub­
scqumtl)· 3d\~ us Iltsl prop-css .... s bri"l' 
_de in the ~ ... lol'lTl"nl o( specific.tions 
»equale (or fornul • .h·er1isin&- (11-16.>379. 
J~f)' 10. 1<1<>9) 

'7. USE OF FOR .. At. ADVERTIS­
ING FOR PURCHASING PROPANE-In 

AIllUSlI963 ... r<potted to lbe Con"...,.. thaI 
du~ til< period August I%S to July 1966. 
the Qn-=l Seniccs Administntion IGS.~I 

~N~ rour ftCtOti:lled ."Onl""1$. amoW1tin~ 
to .boul SSI ROOO, 10 til< s:urr suppiier of 
propan., fIX Kincbe\oe Air FOCtt Ibst in 

',. 
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Mkhis;rn _ nonco""",tilhc aooditions.. 
We noted thaI GSA Iud DOl 1:&"" effective 
~ction 10 foslct oornp.:titio.. i.:w the ~'s 
rroJ'3l'e reqolircmenrs. 11><: r ....... i!ldic.oled 
further that. .!cspile tbe o:islc:o...., of tight 
markel conditions.. propanc su~rs mishl 
be influenced 10 enler inlo com~tition. 

We pooposocd 10 GSA ofii-:ws sn'CraI 
spo.'\.;fic steps thai .. 'C k~.i ooouId I~nd 10 
,,",-OUr:Jr:e ron:pctition ~ ~~ sup­
pliers. "Tb<= <le,," invm'tlil ~rily lhe 
l:bloring of GS.-\·s ."OntD..1. 1<:mII< 10 """form 
more c\~. .;11> the ~ industry's 
prxli= and ",i lb tbeneedsofl!>cusingxl;' 
Yiry. 

GSA ~ its • .....,11:1.:1 Icnns in tine 
",-jth our propagts ;J.nd tl>e soI:iatai su~ 
tions of sd .... 1C'd pro!W'C sun:>lias:and form­
ally ad,'er\iscd for thc ~'s CI!CI ~'ar 1968 
propane r<quiJnncnrs. ~ iCSjlO<lSi<e bids 

W"'" ="t'"cd. 11><: rri« ol>lJIincd 'a";J.S ~7 m­
cenl Iowa tlwl tI:c """ ....... . ..,...'s DCp)tiatai 
pri,-e even L'101Il'h tbe "'''''''po produ .... rs· 
rori.,", had ilA.-:-easeJ ::0 jlCI"..--cGL Tho! !"ri--c 
ot-t:linoo itiAcxntc!d :I ~,OO:I of :.klut 
S 1014.000 in the cosl of the cso::mted quan­
titi~ ro~ .. ilh ,"'" J.ft'"OilU$ rontn..-r 
~-c. 

In M.1y I%.<\. G5..~ =t'ImC'd as that 
the combinod .,fforts oS GcoenI "~-ountiJlt!. 
Officc ;ancI GSA ~<Snlt:atJ\..,. resulled in • 
mo~ 3dv-.nb_ rlSCll :!-"CU 1'9l>S cantracl 
and Ibol G5..-\·s pn:limirwy cuWbon ;00;. 

caled thai I"'" C....-.I yar 1'9611 ~ would 
be ~en mone ~nupeous.. 

The histOl)' of GS.~ S popIIIr procure­
menl constitutes. useful QllC~. (or ~ 
cur<n",nl instr..octioNl pwpo!lCS t.eause o( 
the s~ifi<: illu:!.Intions It 1W"'..scs of prxli­
cal st~ps thal cuy be ukx:u to 00t0in COIqlC­

tition ;and. for that mall ..... to.iD.::rase COIqlC­

lit ion wbac formal ""'tilisuc is asal. 
C~I6453L~ ::6.IQ68) 



'1. COMPETITIVE NEGOTlATlONS­
We reviewed the sekction. nqoti.ttion. ;md 
award of ccnain c:ontrxts u tb< ~alion31 
Aoronaulics and Spa.~ Adminismlion', 
(NASA 's) M3.'lDcd Spxc<nft C...,ter t~SCI 
for the purpose of delaminia:!'; ... bether Ihe 
prxlices folio .. "" .. "'" in :o..,-ord~ with 
lhe requirements scI fonh in the Uniled 
Stales Code (10 US.c. '~~I. 

Briefly. 10 U.s.c. !3~p""'ides Ih.l . 
in ~I negoli.led J>IOCUrem<:nts in excess of 
S1.500 ~ ••• ",'ri:ten or oaI dXscussions sl13Il 
be conducled ""th :all resp"",sibk orrerors 
who submil propos>ls ';L'>in a <:o~tilive 
r:mge. price md otbc1- fXI .... ~-onsidcred.·· 
1he sUtute does not t""O'iJc Ikttnitive guid· 
ance with n:spcct to ",lut is 10 be included in 
the ",Titten or oD! dis<ussions a:>d Ie ... es 10 

the conlr3Clilll: 3p'ncy lbe rcsp<MlSibiity for 
determinin, lbe COll'{'Ctitm: """",. 

Our review of the SAS.-\ """ .... remenl 
instructions. issued 10 impkmenl lbe sl.tu· 
lory requitanents. :tho in<ti..-ued " need for 
rurther c13rirh."2t::on cona::mi~ lbe ...nnen or 
om discussions '00 the dc<nmilUtion of 
competitive r:mge. Bc.."2UOe of this bel of 
definitive plicbllC'C in \be SUtule and in 
NASA's impkmenti~ pr'OL"UrCtO<nl instruc­
tions. Y3ryin, intcrprcbtx- b,·c been 
applied by different sout= sd<etion 3Dd con­
meting offlCCrS. 

We l'e\y .. -ed the selcctioa or propos:ols 
for negoli.tions in 47 ... -vo:::. nude by MSC 
during lhe period Januouy I. 1 Q6S. through 
June 30. 1967. In 17 or the 47 ",.."nts.. the 
scieclion off ... ...,.. h3d Iimiled nqot1.stons to 
a single offeror. C\'Cn ~ the records 
showed llul otbc1- offerors bad submitted 
proposals llul .pparcd 10 us to be comrel;" 
live in price and olM fac1015. The Nstir IC'" 
tions for nq;oti.tions .. ith ccI}' OIX ' offeror 
niscd questions cooca~ lbe delermina­
tions of compctil~ ~ -t roqllcnce 
with the requiremenl for onI or ...ntten dis­
cussions .. -jlh 311 offcroos withia WI r:mge. 

Ho..",,,,,. the .bsc""" of more uplicil 1'Ui:J.. 
3D'" in lhe , l, lule:and in • '.\SA pro .. :"",ment 
regubtions 3nd inscuc:tions ,,,.,, S(lOln..." sck<­
lion officials considerable 1CC'a-'y In ~tlSiying 
Ihe s!:.tutory requirm>c:nts. 

AI Ih< completion of our fn:I..l .. ",rk. '''' 
di sctlsscd Ih= ID.lners .oxt""""dy ... ;Ih 
NASA official ... who ~ncr.>lly ~'O<l<lIIttd in 
our ~'Unclu<ion th:ot there,.~. aced (or more 
definitive guid:oncc 10 ..:>u= schxtion olT .. 
ci3ls.. As • result of these cfis.,,,,....,,... Procure­
menl Regubtion Directi\.." ~o.. 6q.S W3S 
issued Much 10. 1969. This di"",tivc pI'O\'ides 
3ddilion.1 guid:on,." c~nJ \.\ lhe deter· 
mination of 111< offerors " ;Ihin lhe ,""""'I .. 
live r.mge and ~ bl ... lut is 10 "" Ulduded in 
Ihe Clr3I or writt<n d=ussions.. We npn::ssc. .... 
the Ixlief th:ot isslun ... of lhis dir«tiv< 
should result in mon- ,-onsislcnl :a.ld uapro ....... 
procurement pr.lcli<,."., (Report 10 111< A~tinJ 

Administf3tor. ~tioml AcrolDuti",..,. .nd 
Sp:><."" Administr-.tion. ~dI 18. 19(9) 

99. CONVERSION OF AN ADVER· 
TISEO. FIXED-PRICE CONTRACT-Wc re­
ported Ih.1 in September 1%4 w'l:.lionai 
Aeron.u lics and Sp....." AdminislDtlOn's 
(~ASA 's) K"n""d~' Sr--e Cnac< .1.:50 
.warded a fix..,s.pric.." contrxl for lbe nun ... 
f:JCtur< o( eeruin bun.:h support equipmenl 
for \be Apollo pr.:>p"2JIL In o...'ftllhcr 1%5 
the conlr:Jcl W3S con,nted 10 '" «'S1· pl .... 
",rL,<cd·fec contrxl ",-jib ~n effaoliw d.te 
rel~live to Ih< d:lle of the orip,uJ con­
tf':III,:t. Conversions or this n.:aru~ ~ un1lSU3L 
The origiml .motml at the contacl "'':IS 

.bout S 11 .5 mil~: upon its essential <-0 .... 

plelion. the conlDcl amount..J to ",haul 
S30. 7 million. 

We expressed the opinion tlut sufficienl 
information W3S anibblc plio< t the .... "rd 
or the conlr3ct 10 indicate llul .D ad\,,'ftiscd. 
flll..,s.price-type cootrxl 'InS 1'01. ... it.ble. 
A1tboudl dr3 .. ;ngs and spcci('\."art<-ns for lbe 
equipmenl Wcr'C >nibble for ~~J pur. 
""""'" changes in ~ .. -ere t....-.~ PI'I>'-esscd 
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both beforc an1 after Ihe bids were rec<i,·cd. 
Moreover additional design chan~ of an 
unknown magni_tude~ rel:Jt<..-d to the th~n 

ongoing space vehide design effort. \\I,,.,, 
being conte.mpl3ted . 

In such circumst.:mct."S. wh~re ,t is not 
known with a reasonable degree ~f ~ertainty 
tha~ th~ contract rcqu ir~111ents can be ddincd 
sufficiently to permit the appropriate usc of a 
fixed·price contracl. we exp«'SSed Ihe belief 
lhat lhe option of using a cosHype conlracl 
should be held open as long as praclicable. We 
also expres..ed Ihe bdid Ihal the problit:1s 
discussed in Ihe report were C3u""d : ' " an 
u_nneces..~ry adherence to 3 di!\..;sion wh~ch. 
while well mOlivated. was not entin:ly real­
istic at the time it was made and became kss 
so as time wen ton. 

NASA officials stated that 3 sir' itk",,1 
number of design chan~ outside ,he <ontrol 
of KSC indica led. in retrospect. r1"'1 a cost­
reimbllrs:lbk-type contract would have "' .... n 
more suitabl\!. In this n:prd. we we~ 3d\' i~"'d 

that NASA"s procur~:nent rq!Ulali(ms would 
be n.ovised to provide additional ~jdan,,, .. .: deaJ.. 
ing with tht!' appropriat.: u~-: of fixed-rril.'l,," 
contr;Jcts wh.:rc nu:rc are dc.."Si~ unl.'crl3inti1:!\ 
and siptilkant i)otC'ntia1 !'~:I~h 3ml d,,"\' ()o~ 

ment effort. To a ... iSI SASA pro.:urel""nt 
omcials ir. dealing with similar proM.:-nlS, our 
re-port was tht!' subject of i.,n :lnidc i:l NAS,-\'s 
"Procurem.nl ("ouIII<lo NI1_" an i.,temalplIbli­
cation which is circIII'Jt, ... l to 311 NASA 
prO\.,"UfefTK"nt activities. 'Rc-port to the A-.:tin~ 
Administrator. National ACron3U tic..."S and 
Space Administration. B-1 6~S47_ ~o"'·C'mbl.!r 

~9. I ?68) 

100 • . CONTRACTING FOR SECU. 
RITY .GUARD AND fIRE PROTECTION 
SE RVICES·- We reported that our "",iew of 
the relative costs of conlracling diro:tly for 
~curil)' guard and fin: protection ~r\;'~ 
rather than contracting in.!irectly through • 
prime contractor showed that annu.>! savilll'S 
estimated 3t more trun S~OO.OOO could be 

10 

achieved if the Kennedy Space Cenler (KSC), 
National Aeronautics and Space Admini.<tra­
tion (NASA). contracted directly for t'hesc 
services. These saving. c<>uld be obtained 
through the elimination of allowances to th~ .. 
prime contractor for direct costs. cOlpOrate 
gener.ll and administrative coSts, and profiloo 
We noted thaI the responsible KSC organiz:>-· 
tional units maintained operational control 
O\er Ihe subcontracted functions an<l thereby' 
renden.-d qUl!Stionable. in our opinion. the 
need for management of Ihese services by the 
prime contr.Jctor. .. ' 

We suuested that NASA ree-"Iuate the 
melhod of conlracting for the .e.nices 
invol\'ed-gh'ing consider..1tion \0 comp:.rativt 
.'O.ts and nunagemenl responsibiliti .... before 
my nt!'w rontr:scts for th~se servkes are 
award<-d. NASA advised us· that our sugges­
tions woul.! be considered as a part of a larger 
study by NASA of support services costs at 
KSC and th.t an altempl w.s being made te 
reduce costs and profil under the presenl con­
tractual 3rrJn~'Cmenl. As of June 1969 no 
chanp' ha.! t>.:en made in Ihe method of 
~c..~ql!iring th~ sc<..-urit)' guard and fire prot!!'c· 
tion sl!n· i~ .. -"S: however. we receiv~d inform­
ation which indicated lhal the prime contrac­
tor's profit and general 'Ifld administrath'e 
expenses applicable to Ihese services had been 
n.-duced. t B- 133394. July 15. 1968) 

101. rROCUREMENTS UNDER A 
CATALOG· OR MARKET.PR·~E EXCEP· 
TlON TO PUBLIC LAW 87-653-0ur review 
of sel~C'tt'd negotiated. sok"-Source. fixed-price 
contrJ,ts au·arded by the National A .. onau­
ti, .. an.! Spa.-e Administrat ion's (1I:ASA's) 
Marshall Spa.-c Flight Center (MSFC) on Ihe 
basis of Ihe ''<tablish~d catalog- or market­
price exception to the cost or pricing data 
n.'quirements of Public Law 87-653 indicated 
that !\ISFC contracting officers had not 
obtained and verified sumcient information 
on which to delermine that Ihe selected pr<>­
curements qu.lified for Ihe. catalog, or 
m:lrkd~price ~xc..'C'ption. 
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We expr=d the belief that. for efle-:· 
live ,impkmcnbtion of the established c,ta­
ao,.. or martet-price exception. rontr:.h:lini; 
ofJlc..-s should Ix!' required 10 ob"'.in and 
y~y:to the extent deemed appr~priJte . ey;' 
dmce showing that substantial sales of an 
it~·haYe been made t .. other than Govem­
ment customers at Ihe C3ta101! price. 

~sc we believed thaI • lack of 
stecific 8Uidance in the NASA Procu,ement 
Rqulation was the primary reason for the • 
MSije Iontracting officers not obtaining and 

• ,erifying sufficient infdhnation in de.ler' 
mining ,.!Iethcr Ihe proposal ealaJ~g pne,,", 
qu.>lified for exception 10 (heAos: or pri,ing 
dau requimnents of Public law 87,653. ,.., 
pro~ to l"ASA officiaJs thol the NASA • 
Procurement Regulation be ~mcnded ·t3 . .. . 
requITe: • 

.' 

.-
- no. <Xl1"'acl. to "'b-it and • • ,,\;fy to 

the acC.uracv. COjT()'ereness. ancJ cur· • 

rency .' 501es da .... 5UPPO<t "'9 thE' P"" 
prie1y of his claim t~t the i tCl'T'ls 

off.,.~ ¥I ex~t f rom u.e l,."Ost or t 
If~ngltita. 'eQUir~ts c. t pt.bl,c. laN 
87-653. • 

-The conncting officer to indepen­
dently ,""Iff the Coq,traclCW'S c laim o f 

'""""" me o",",s to me-_ .. publ.,. . . ... 

'I 

- . .. 
On ~I=h fO. 1969. :,AS,\ is.<ued a pr~ 

""rement din:-ct,ve J.hich. if "O'o:ctively impl.,. 
mentq;i .. SNxaId subsbnti.1Uy 3chicvt;: Ih< 
~ctivcs of our propos3is.. We h.d pro~ 
aJso t~ccr13in other chang.:s in Ihe NASA 
Procurement Regulation would be dc'Sir.bl.:. 
We al:fC"d. in ~nccl. during subs<quenl d is­
cu>sions with NASA officials. thol furth.,. 
modilkations of tbe pro.-uremenl regula lions 
should be considered 0<1 3 bro.der govern­
mental hlse sinC'( otber' 3~ncics .nd dcpart­
""",Is of the FedenI Governme nr. Inore 
spccifraDy tbe ~portment of Defense. haw 
a common interest. (Report to Ihe Admin .. 
slrator. N3tion:aJ Aeronauti.:s and Space 

. Administration. 8-161009. April It. . 1969) 
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FA CI LIT! ES. COSSTR UCTIO.\'. 
AND LE.~Sf.\'G 

102. DET e RMINING REQUIRE· 
MENTS fOR fACILITIES-In July 1968 we 
issued to Ut(' Congress 3 ~l)()rt on our rC\'iew 
of Ihe acquisition by the Air For.'e of certain 
tcst. laun.:l:. and IDcking faciliti<s for (he 
TITAN 1II boosler pro:;r.m and. classified 
salellite PIU!;r.lIn. We fouro.! t~t th<s.: fadli· 
ties had been acquirc-d in accoRbnce ".ilh Ihe 
oripnaJ plans w!lich hacl not t>c.:n «."alua ted 
.nd upd.!ed despite indk:ttions (hat "'qu ir .. 
ments. b'-'..-;Jusr of chan!!ing cirl."Un1stan.:cs. 
were subsunti:lIly k--s, than oririnally \."Sti ~ 

maled . Ha.! the puns b«n re.,,,,,Juakd and 
updat..."'<1 . W~ ~,il!'\'e that 3 substantial rcrt ion 
of the est i",.a (,-d .'OSIS of about S~6.3 million. 

.. incurri'd for tht roUowing facil ities. could 

- RJ["o ,launcn. mooik> f e.l! u r l!'S o f Ihe 
TIT A '\I III Ia.Jnch ('o",pl~. (.ape Ken­
nedy. f tor,.ja:~lln;.ated cons1r uctio n 
COSt o f ;)bO..lt ~ 8 ~'III K,)fl . 

- OasK" data f t.'COl't "ng in srr~rnenldt ;on 

ard t\llu( storq buildings E'.!A'.Jfds Air 
FOrl.~ ~. CaI.tom kl - t5 h t1 t.ated pro · 

cu'~t ~ construc(1I,)n cust of 

about SS20.000 

-Trac .. :ng and 'Vdout eQu~t In· 

stall lPd [)t'efl\,i;turety .n Abst a-est;. 
matid rosa 0' aboL,t S1 .7 "';lIton to 
ma-nc.in eQuC)l""'lef'1t in • care1.a~er 

st .. tus un,il f'lC'Oed 

In respo"'" tn our findings ~nd pcupos.,ls 
for stren!!th.,nin~ th~ planning proc<dun:s for 
faciliti~s a''quisition. lhe Air F"C'CC advi"".! us 
th.t it r<,-ognv.,-d the problem :.nd was devel· 
oping critcrU spt.~fic4tions for appticatior. 
within its t!':c.kting 1'l:VICW sysl~m. Th: Din:c-­
tor of {):fense Research ,,,d Engineering 
advised u< th~t the Anny .nd ~3\'Y h.:t !1!'­

viewed their n:;;Ubt.;"ns and that thc N.vy 
... ould mo..Itfy ilS ~"i<tin~ pro.-NUn."S 10 pro­
vide additional ,.,fegltards. 
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We n:commended that the Secretary of 
Defense take action to ensure that the rroct­
dun:; of the military department. Umit the 
acquisition of facilities to those actually 
needed to fulfill fInD program requirement •. 
On September 4. 1968. the Direct,,: 'If De· 
fense Resean:h and Engineering repl i<d 10 lhis 
recommendation on behalf of the Secretary 
of Defense. Tne Din:ctor .tated lhat the 
Department of Defense believed th31 existing 
procedun:s of Ihe Army. Navy. and Air Force 
were adequate if fuDy adhered 10. He staled 
also that the Air Force and the Navy were 
taking steps 10 strengthen Iheir existing proce­
dures. CB-I64027. July 3 . 1968) 

103. DETERMINING REOUIRE · 
MENTS FOR MILITARY HOUSING-We 
made a survey of the poli.:ies. procedures. and 
practices of the Ikp4rtment of Defense in 
det~nnining requiremcnl5 for family housing 
and bachelor officers' and c:nlisled 'luartc<S. 
The survey was direcled low3rd aniving al 3n 
infonned opinion as 1<, Ihe generaJ reliabililY 
of Ihe :ludi ... conducted by military insulla· 
tions. which fonned Ihe basis for Ihe fL'Ca1 
year 1968 requesl 10 the Congress for authori­
zation and funds 10 build addilio nal accom' 
modations at specific locations. Our report on 
the survey .. -as issued to the Congreos in Fe!> 
Nary 1969. 

We found Iha.. .Ithougtl the family 
housing studies of the inst3.1lations includ~ in 
ou= survey were complex and. in our opinion 
unnecessarily costly. Ihe results of Ihe st"e1ies 
wen: of qu~onable validity. principaUy 
beause proper ev.luallon. t:=d nol been 
made of cxistint: avail:lble housing in nurby 
oommunities. For example. -..we 'dentified 
aboul 950 vac"," rental unit> that met De­
partment of Defense crilen. in L"e vicinity of 
tbe Naval Air Station. A1amecb.. Caiifomia. 
and of lhe I':aval Supply Centcr a!ld th-: Sanl 
Hospital. Oakland. California. Thi. v.c »!>oul 
600 more units than the 33~ unil5 iclenlified 
in the studies of the three inslaU~tions. Fur· 
:bc:rmore, a<a>rding to the Feder-II Housin, 

Administration. then: were about 1S.800 
ncar.t rental units at that time in Ihe counties 
in whicb lhe three installations a.-e loc3tcd. 

We also found lesser shortcomings in Ihe 
stud;;'" which added to the unn:liability of the 
results of the family housing studies. 

Our sun'ey also showed a need for im­
provanent in the determinalion of require­
ments for bachelor officers' quarters. We 
found instances wbere the need for construc· 
tion of addilional quarters had been deler· 
min<d (a) witt.out adequale consideration of 
the quarters avail.ble al a nearoy i"staUation 
or of the housing facilities avail3ble in the 
community . Cb) on Ihe basis of questionabl, 
cl3ssificc:rtic;'l "f e)tisting quart~rs as being 
unsuitable - including petnl3nenl'lype struc· 
tun:s compl<ted in recent years. and (c) on 
the basis of overstaled projections of fUlun: 
personnel slrength . 

The military audit agencies and Ibe in· 
SI.U3tion internal review grou;>s were gen­
era:!)' nol conducting independent audits anel 
.hecks of Ihe "'quirements for family h"usin~ 
and bachelor officers' quarters at the instal· 
latior.s indud<d in our surve}·. 

We recommended to the Secn:ury of 
Derense tha t : 

-Procedures be re'lised to pr'Oiide more 
comprehensive studies 01 the availabil· 
ity. both current and Pf'O'I>OC1ive. 01 
private housit"lg in the community. 

-The mihtary depdf'1ments be required to 
establlsh a r~,am for training key per­
.:nnet in the pottctes.. procedures. and 
pqctil.;es to be followed in family hous­
ing su NeVI. 

-The f.,.,i1v hoJsmg survevs be si~li. 

led 

-The requ"'emenu cornpuutions made 
by __ n.tions lor famllv housing and 

• , , 
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bachelor officers' quarters be !;ivcn 
"PPf"OPI'iate atte('ltion by the milotary 

audit agetCteS. 

lbe Assistant Secretary 'of [kf.1ISe lin­
stall"tions and Logistics) agreed. in gtner .. l 
with our rondusion that the detcnnirutions 
of requirements wen: in need of imp",,'emc:nt 
and outlined corrective actions alon~ tbe Imo 
_ recommended, He did not agree. however. 
with our conclusion that the studies which 
formed the basis for the flSC3l year 1968 pro­
,ram were of questionable nlidlly. 
(8·133316. February 18. 1969) 

104. MtLITARY BUILDING PRO· 
GRAM IN THAILAND-Appropriations (or 
military construction in TluiJand amounted 
to about S395 million from flSQ/ )Cal 191;5 
through fiscal year 1969. In a report i>.>ued to 
the COlIgress in June 1969. we p ..... nted our 
findings that the organizational stn.cture 
established to administer the proj!r.lm in Th3;' 
land was not adequate to enforce Departmenl 
of [kfens.. (DOD) policics reprdin~ OllJstcre 
construction and to coordinat\! lhl! ~ti.,g of 
propo;ed constnlction projects. As a r~lt : 

-The types and costs of personnel ~ 
ing differed substantially from 000-
pres:nbcd austerity standards. ~ of 
the housing projects COst an es:imattd 
$3.3 million more than they woukJ ~ 
cost had DOD standard. beon _ed 
to. 

-The lack of c:oord;nat;on amonv the 

various ol'9l" it ations i e:spoi .Sible fot' . 
base development in Thailand ,esd::t.d 
in mistakes ,n the seiectoo of prc,.:a 
sites and in wasted design costs. 

We sugg.:sted that. in (uture military 
construction progrllms o( the nature of the 
llIailand prop3m. the Sec"'tary of Del ..... 
establish a sinsle authorily. sufficiently 
staffed. to ensure that aU (acets of the pro­
p:L1IS are adequately <'OOr'dinated and con· 
traDed • 

. - , 

.. , ~. ,. . 

The Drputy Assistanl Secnnry of 1>-.­
f~nse adri!;e4 us that. as a RSJIII of Itssons 
learned in Southeast Am . .. ecnIDI orpniz... .. 
tion and oontrol weh ... thai employed in 
Vietnam is adv0C2ted in !be 000 publis;led" 
guidance. ne advised .,. (wtba' dIzL in con- I 

SCllance .. ith this po!i.:y. tbr Gou"::nan<!c,. 
U.S. Fon:cs. Korea. had bftn 'pr.o>jdcd with 
authoril)' ID exerci.t SIron,;. =1#:lWLed :n.tn­

agernen! and direction of Ibc a..-.mt oon­
Struc1iOll progrlIm i. .. Kora. (8-1 S945 I June 
12.19691 ., 

1OS. LEAS ING OF COlnIlUNIC. · 
TlONS FACILITiE:; I" EUROrE-O", re­
port to Ibc Conpo=ss on ~, oatia Tn;"'" 
(B·1 6199~. September ~!.. 796,/ ;.,n..,,,,,d 
our find inp thaI \a>mp coclI!I "'" IJbUined I( 
~a. miliUt)· comm.arnh an W.""'" df.:c:ti>·d)· 
used spare Govcrnment...,.1V-d <lOImDUniQo 

tion. ciT..,its in pbce 0( k;riaI '"""- .. , 

(oOOW-o<l fC\'icw .. "" unclertJk..." 110 :xscm~n 
whal aajons the Depart"""'" of ()rf~ b:Jd 
talc.n or planned 10 Uke r.o W.3llll 1><11<, "'" 
or lh"'" .pare circuit>. Our ~ on the 
foUow-on f C"Vic'W WaJo ISwed 10 ahe Con~ i n 
April 1%9. 

w. found tll31 aclJOm :n... b} lhe 1):. 

rens~ Commuaic~l.ions 4"'2t'J·~ r.,rope 
(OCA·E ,. and cthn mi6ta::: ~ ' in 
impJcmcnting our carlo=!' ~tion. 
had rcduud I .... .., ,osa by moon S j I million 
as of October 1968 with a ~ ben· 
e fici2/ effect on Ih. I>:oob=r....r-;u) ..... nu 
problcm. 

V! ,: (nund abo thai 1110: miJ,!!.lIrf '"'~ 
and oth ... Governmtnl ~ ~. iUldridu· 
ally contr ..c1ing (or lezted Ilms. b tbr 0pin­
ion of DCA·E. additional ~ 0>u1d be 
reali7.cd and betltt >cr;" ~ be obtained 
through 1M tstab(;'oIuncnl 0( a ~tr.dized 

lcasi~ apacy in Europe. 

We wW',lcd that the Soo:atry 01 I>:­
fensc .;amider cs'Olblhltin, a crural oca<inJ 
aaencY ill fur""" to ~ .. r...aa- _-MJS. 

• 

. , 

. ' 
• . ' .' . 



-

!!!!o:. --. 
~ 

""­.... 
""---­I't:.:. 
~ ----

;. ,.. 

. _" 

- ., .. ; . 

Tht Dep.rtment of Defense cOIlCUrTed w;th 
this su~tion and on July 8, 1969, advi.<ed 
us that such an .geney hod ll.en determined 
to be fcauble and th.t a field office of 'he 
Defense Comm«cial Communications Office 
wo"ld be established in Europe in fiscal year 
1970(~iI61(jQ:, Apoil :<J, 1969). 

106. NEED FOR IMPROVED COOR · 
DINATION OF TRANSMISSION·LINE 
DESIGN AND COrlSTRUCTION PRAC· 
TICES-In our August 1968 report t" Ihe 
Congress. we ' tated th.t. although Ihere .has 
been somt improvement in coordinatiC"n of 
transmission line construction prJcth;\!~ since 
our prior report to the Congrc'SS (80114858. 
Ar.ril :9, 19(>(,1. we found that the Bureau 
of Redamaticil and the Bonne\'iIl\!' ?ow.:r 
AdminjstrJt ion (SPA) had independently .k~ 
silllled their respeclive sections of • 500-
leilovolt (K\'\ aJlernaling-cum:nt line. The 
two a~endes also specified a number of 
constr~ction pra(ticcs which differed signif ... 
cantly in h.Tms of cost and. in some cases. 
reiiability and safely s\:"dar~s. We e.tim"t«1 
tru.t !here was a difference of about S3.7 
million betw"",,n the cstimat~d cost f(l' desi~· 
ing and co:lstructing Ihe Bureau's 94.3·mi'" 
section of the 5'»KV Ii"" and the estirnated 
cost for desif,lling .nd conslru.tint I ht adjoin­
ing 94.3 ·mil,' IIPA section. 

During our r"'iew we noted that the 
Bureau and BPA were 10 p.rtidpale in Ihe 
CO!lStruction or ;t 7!i~KV dircct<um:nt line 
and that ti'e .",,, agencies were planning to 
follow many of the differing practices for the 
desian and construction of their r"'pective 
Sl'Ctions of the 7S(}'KV line. In view of th~ 
ol,port"nity for the Governn,en!'s achkving 
econcmies Ihrough increased coordinorion. 
W~ discussed our finding. with Bureau and 
BPA officials in April 1<:57 and formally 
advised the agencies and the Dep.u -ent of 
the Interior of our findings by lette ... daled 
June 6.1967. 

., . U9Qft ~lDPlction or our """"'''' • ..., 

. . 
... • ' •.• ,,:0)-,. t .• 

formally submitted our finding; and proposals 
to the D<partmen! of the Inlenor for com­
ment. In March 1968. the Director of Survey 
and Review, Deparlment of Ihe Interior. 
informed us that the Depanment did not !.ke. 
issue with the gene,,1 thesis of Ihe r<ron­
tbat improvemer.ts shoule! be possible from 
more uniformity in the pra.tices of Ih. I.rte 
power .geneies. In response 10 our proposal, 
he informed us thaI Ihe Assi,tant Sccr~t.ry. 
Water and Power Development, h.d 
appoinl.d a lask force. chaired by • member 
of his immediale staff.m! including rep~n­
tatives of the Bureau. BPA. and the South­
wc~· ~m Power Admir.i~tration. to study 
:,grncy practices and inconsist~nci~ 'lnd to 
~ommend. affirmative ir:1prov~mcnt policies.. 

• 
To,e action t.ken by Ihe Departmenl ;'·.s 

consistenl wilh oor proposal .nd should result 
in im,r0Vcd ,--oordinJ.tion. We pl3n to fonow 
Ibe progress of the study .nd, ... hen Ihl! study 
is complet"". to ~vi.w and .. alu.te the 
""tilts as well .5 any action subsequently 
ta;.OR. (8-114853 , Aub'Ust 5, 19(8) 

107. STR ENGTHENED POLICIES 
AND PROCEDURES TO REDUCE COST OF 
RAILROAD RELOCATIONS-In our D<cem­
bcr 1968 report to the Congress. we reported 
that thl! Bureau of R..,umation, Oep~ment 
of the Interior. hod provi~,-d four "ilroad • compani"" with replacement f.cilities which 
Wltc beller than the facilities being rcpb.-ed 
becOlUse Bu~a instruc::tions did not cl~3rly 
define the Government's obligation for equi­
v.lent re!,lacement. In those instances where 
sufficient information was available to e$ti­
m;, te the costs Ul\·ot-.'cd. we beJiC'\'c that the 
Bur.:;!u "<lui'; haV" .. ved .bo·J~ 5436.000 by 
providing only Ihose repl:.c-.:ment r.dli!ies 
needed In meet t!lc Gover::menCs obri~tion 
Cor eqUf-'3!ent repl:u.~nlCnt . 

We suggested tb.,t the SUn:.:lU revise ils 
honN.tion. til (a I !equire • m(Ye formol 
dcsc.:!,tion of ex:sti"g f.tilil les :mel dtt:.Hed 
comparisons between exisling an4 proposed 
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replac:ement facilities, (b) require that pro­
posed rel0<:3tion "greements be ,..."iew<d (or 
policy aon:I'lill1 _"" by the Chief Engineer and 

· 'significant co~ccssions deemed neco:ssary in 
the aw-ec :nenll: be .pj!rovcd by the Comrtis­
sioner or' Reclam:ltion, (c) assure. P"reau 
negotiators that cond.:mnation is an av,iI.ble 
recour.;' action ",hen it is ,/>eIiCYed Ihal Ihe 
railroads are request;' t: more than should be 
prOYid<d, and (di requ"e that nominal." sal­
vat;!! .lalue, ~ considered as the ba<is for pay­
"",nr for facilities thaI '''ill nol be relo.:at:d, 

• In. r.po.".,. the Departmenl agro<d • 
~tll.. <me excepljon, to implcftlent our sugges­
tiodt In M¥ch 1969. however. Ihe Depart­
ment advised the Bureau of the Jjudgel Ihat 
the Department agre<d wilh aU of our sygges­
tions. (8- 1"14885. Ot:.::ember 30. 1968) 

• t • 

'. 

., ", 
108. CHANGES IN !,LANS DURING 

DEVELO,.ENT OF FACILITIES-In d re­
port issued to ... e Cdl!!JCSS i& Augft"r.1968. 
we pcinted out that the Post Office o"part-t 
ment had incu!red additional costs al the 
cornplet<d. mapr mechanized .nai;-handlin. 
'facilities at ofl\!fl.'tl&. Cincinnati. Omaha. an~ 
ToI<do to~ling about $4.8 million' (or aud~ '\ 
tiona! construthor worlc. for ch.n~ in 
mechanized mail-handling systems, and for 
!ental of space in ~ .. cO'9pleted buildings 
that had not i¥en us«! peding ~omplelion of 
the ,mc~aaizati!>R. Also. ~ • resuit of 
ehanses. the Depatltment experienc<d delays 
ranging from 13 to 34 montlis in oblaining 
fuD ..... of ,the (aalitics. 

We beWV<d that n,any of the changes in 
plans for ' the beililies wculd have been 
unne.::essary and that most of the additional 
costs and delays mi~t have been avoided if 
me Departmenl had had adequate proc<dures 
f« planning and .-ontracting for the buildinp:! 
me! "",chanized rmil-Proccssinl systems. We 
beJieyed also that,. with adequate proc<dures. 
;be Department would have had available 
information on which it could have made firm 
and sound dcc'isions reprdq buildi", and 
-.:hanization needs. 

• 
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• 
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The Departmenl had rec<>:",iz<d the 
need for adequate pl"nning and hac! I~ken. or 
wa' in the process of laking. actions to 
improve Ihe procedures used for planning 
mltior mechanized facilili.s, These acticns 
included: 

.' 

-Revising contrac-t prov:zions to provide 
for termitldting mechanization contracts 
at the convenien.::e of the Government 

-Revising qeer.-oents-to-Ie.;ue 10 reQc ire 
PIY"'""t of h~;.jated damages by !eo­
mrs in cases wnere buildings are not 
comp'etad in time to avoid delays in the 
inrtaJlation of mechanized systems by 
other c:ontractOt's. 

-Strengtt.-,Cng the Oeoartmant's re.­
search a:d engineering capabilities and 
upgrading the p!"io< Office of A.,.,arch 
and E"'J:neering to bureaJ Slatus. 

• 
• 
• 

- Est1t:;ishing a Maior Facilities Review 
Committee to improve coordinatton of 
the efforts of the vlWiouS groups in­
vot'ved in p8nning and constructing 
facifities. 

-Establisthng a P'09'am for standardizing 
the rnec:Nnization to 00 installed in 
future f""l ities and for """"loping de­

tailed criteria for certain of these sys.­
terM. 

-Improving ion9-range planning thr",.g/I 
the de'I/Ie'I.;lIpmetlt a.'"M:t ~ u!>'daling 
of • !'.year p!"cgram to< _ing major 
facility "'_ with ~ and fiscal 
resources. 

-Shortening the time reQu ired for jewJ. 

oping ~ fadlittes throu~ concurrent 
planru'"'5J by diHerl!!nt orpni11tional 
IP"oups, 

In commenting on our <'raft report. the 
Deputy Postmaster Gene:al .,\Vis«! us of cer­
tain other actions whi'-b the i1ep:lrtment was 
tan,g to improve til. , plar.r,ing for n:ljor 
facilities. In our o";nion. tI.e actions thaI the 
Department had blc~n and plUUled to IKe 
would. if properly implelbente<i, result in in>-

- .. -.:.-. ~, 

• 
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p:oWI& the planning for major facilities. 
(&-114814, August 23, J 968) 

101. COO!lOINATION OF PLANS 
FOR JOINT PROJECTS-Our review of ;e­

lected aspects of the Post Office Departm~n t 's 
program for ~xtension and modernization of 
Govemment-<>wned post office buildings in­
dicated that the Department nel'd.:d 10 co­
'XIIinate its plans for joint projects with the 
General Services Administration (GSA) earlier 
tIwl was required by its procedures in order 
to ~¥Oid delays in commencing W'Ork on the 
projects. A joint project is one on whkh 'he 
Department provides funds for work on the 
portions of tbe building used for postal oper­
ations and GSA provides funds for work on 
1M portions of the building used by other 
Federal ap:ncies. 

We found that ntension and modemir.a­
lion projec:S in the 80stGn P~taI Region gen­
uaIJy had talcen from 6 to 8 y~ars of pl""ning 
time and that the completion of such projects 
bad been delayed l>eCllU'" t.~e Department 
bad not timely coordinated pr,,;cct plans with 
GSA. As a r.sult sufficient funds had not 
been requesteJ to permit L~e work to com­
mence promptly. 

We recommended that the appropriale 
Post Office Department officials b<: instructed 
to mise the Department's proceclutes to n:­
quire tMI (a) GSA be informed. at tne earliest 
practicable date, of the Oepa:tmenl's plan for 
extendins and modernaing poslal space in a 
Go-tmtment-<>wned building and (b) the De­
partment·s pla. .. ning for each joint exlen.ion 
and modemiz:ltion project be coordinated 
with GSA 10 the extent that the Iwo agencies 
will :,~ in a posilion to ti:ndy request ap­
propriations for rlJl3ncing the proj""t in the 
same rtse:ll year. 

J n commenting on our ttport, the 
Deputy Postmaster General agreed that early 

. coordination :.etween GSA and the Depart­
ment is neccs:sat)" to errectively plan. develop, 

~ ... .. ' 

- . 

-,' -. 
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and coml'lete extension and modernization of 
Federal buildings on a timely basis. He stated 
furth~ that. as a ro:.<ult of a meeting with top 
management of GSA •• joint workinll commit­
tee was established to review, on a quarterly 
basis. ali major facility projects, proposed 
either by GSA or by the Department. 
(8-162585, Jul)' 31.1968) 

110. ESTABLISHING SPACE ANO 
MECHANIZATION REQUIREMENTS-On 
the basi:; of our review of the Post Office De­
partment's planning for four completed facil­
ities and four r.cilities under development, we 
believed that, in estimating future mail vol­
umtS, the Department had not given adequate 
and timely consideration to the prob. ble 
changes in mail volumes and distribution re­
sp-onsibililies that wou.ld ttSUlt from full im­
plementation of previously approved natior.­
wide mail distribution~~ns.As 3 result, the 
mail-processing capacities of the eight facil­
ities moy vary sub> ,,,tblly from the c.pac· 
ities that • .-i11 be needed in t~e future to proc­
ess the n..,i1 unJer the Department's long­
ran~ mail distribution plans. 

The two principal nat i'Jnwide ,""il distri­
bution plans that we believed the Department 
had inadequately considered were (0) the 
Nationwide Integrated Postal Servao . (NIPS) 
plan ... hich W3. initiated in January 1960 .... d 
which provided for e$lablishing sectional 
centers in metropolitan areas. with the centers 
having responsibility for prO<"essing mail origi­
natin:' in. or destined for. the post orrlCes in 
assigned p'ographicaJ ate2S ~nd (b) the zone 
improvement plan. commonlv refem:d to as 
the Zll' code plan. which was announced in 
Neveml>er 196~ snd which provided 3 nleth· 
od iN simplifying the routing of mail by 
u.<ing fivMigit numerical .......... to identify 
destinations by the 55 I sectional centers. 
These two plan. have had ~nd WIll continue to 
have, substantial errects on mail volumes at 
sprcirlC facilities throughout 1M na':~n . 
These mail distribution plan. Ire !:ring imple­
mented by the IA-p;w.ment as rapidly as fxil-

" , 
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i~ equipment. and other resllurces beccm~ 
available. 

With respect to the facilities covered hy 
our review. we found that t~e eITects of full 
implementation of the tl:1!'S and ZIP code 
plans on :he volumes of IT\3il to be processed 
and the related space and mechanization 
needs had not been evaluated by rhe Depart­
meM until long after the plans for the facil­
ities had been established. Further. when such 
evaJuatiolis were made. the effects of changes 
in mail distribution plans were not considered 
((>I'some categories of mail. 

For exame!:. the mail-handling faciliti .. 
at Buffalo. Cincinnati. Omaha. and Toledo 
W- .fC p:anned on the basis of mail-volume data 
obtain~d between 1957 and 1959. which was 
prior to the establishment of the NIPS plan in 
January 1960. 'A1though construction of these 
(acilities was not started until June 1961 or 
later. we found no evidence that the data 
initially uSt:d in pl.tnning the buildings and · 
mechanized mai)-h3I11..IIin~ sY.items had been 
adjustec! to give full consid ":Jtion to the ef­
fect that implemer.tation of the NIPS plan 
would have on the volu .... es of mail to be 
processed. 

As .he planning for these four facilities 
was in the preliminary stages and the con­
tncts for the construction of the bu ildings 
and the installation 'Jf mechanized equipment 
had not bI:en awuded. we believed that the 
Department had had :adequate time to eV3lu­
ate the impact that the NIPS p13n would have 
on mechanization and building needs. 

So t!lat the Department could give full 
and timely consi,lera!;"". in planning facil­
ities. to the chanSO' in mail volumes that 
would 1"C'_~lt from implemcnl.~on of al>' 
proved nHionwidemail distribution plans. we 
beli,wed that the distribution ~nd operations 
c\'n~ept for each facility should specifically 
set out a description of existing and pro~d 
operations. the changes expected to r""'1t 
from implementation of all approved mail di ... 

. ,~ 

.7 

tribution plans. and lhe proposc<! time 
",hedule for implementing these plans. 

Th!! Depllty Postmaster (jt!nrral. in ..:om­
menting on our <!raft [eport. stal<d that the 
forrTLll Jistribulion and o~r.ltions ..:onl,.'cpt 
for each proposed new postal facility already 
'pc:lkd out the function, of the new building 
as related to the Department's nationwide 
long-ra!lge planning. inc:,HJing the existing 
operat ions whil.·h were to ~ ;ontinued. 

We ",comrr.ended that IIle Postmaster 
General "'quire that the Department's plan­
ning personnel establish, for each proposed 
new facility. a "Iearly defined distribution and 
operations con~t!pt containing. among other 
thin!:,. (a) the changes in mail distrit>lotion re­
sponsihilities that will result from full im ple­
mentation of all approved nalional mail distri­
bution plans. (bl the proposed time schedules 
for implementing these pions. and (c) any 
s;>ecial instructions t~at may Oc nceded to en· 
sure tllat space and mechanizatIOn require­
ments are detennined (1n the basis of the 
types and quantities of mail that reasonably 
may be expected . (8-1141;74 . AII~ust ~3. 

1968) 

111. DEVELOPMENT OF DRAW­
INGS AND SPECIFICATIONS FOR HOS· 
"TAL CONSTRUCTION-In <;eptcmbcr 
1968. we reported to tbe Congro; that the 
V cterans Administrotion (VAl. needed to 
impf'O\'e its r~jcws of dr.sw1ngs and specifica­
tions prep.,..,d hy architect-cnginccrs (A-Es) 
before sot:citation of hO$pital construction 
bids. We found that 181 change orders cO$ling 
about S655,800 had been issued undor I NO 

construction ("'Ontractlii ht"c3use V A tt;ld ~ot 
detected. in its r.:-"t' ic:", of the dr3 .... in&! and 
specifications prepared by A-Es. num~rous 
"noln and omission~ in t~e documents .. nd 
DeCau.e officials of one c f the h",vitals had 
~ mm·;:-ded changes after the construction 
work had b<..-" darted. 

We found also that the .mount of titr.e 
devoted to the review of the construction 

• 
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dO<."Uments by VA ofkn had !>cen I, .. , !" '" 
that authoril.cd~ because of t:h r!f1ictin:.; sub­
missions of such documercs by other t\-Es 
dtsigning hospital projects, V fI, did 1t0t :'J' C 

writtcr. r"'Xcdu.res ar 1/or !"'.. luire-ments fryr 
"" •. duling lh. submi'5ion and I .'vi<~ of c,a"'­
in~ and spedlic:ations pn:parc~ lJy A-Es. and 
Hs.' practices did I:ot proviue for rcvic: 'IS of th~ 
<~,"struction documcn' , by local hospil,.1 om-
• .:iJls during the design stage of a new hos,-ital 
project. 

. , • • V A concurred. in gl.!ncrJI. with ou:" prl>-
;'0"". and established slandard op.rating Vra-' 
c!dun:s for schccJuting:.l4lu rC\'iewing lhe work 

• of A-b. (80133044. Septcmb<r 9_ (968 ) 
• • 

" 

• 

- 112, DEVELOPMENT OF WORKING 
DRAWINGS AND SPECIFICATIONS "R· 
I:OSPITAlS-ln June 1~9. w .... eported to 
th~ Congr.:ss that the \' .;:t~rans Ad_nlinistra- ' 
tion ~VA) could~l11proH' Its h~f')i~.J1 con:;tru",'- • 
tion pro~m and ,,'oie unr,( ;!<sary costs • 
through Ill're effective adlllinist -ation of thalf 
pro.,.am, We found lhal. for seven VA 
!iospital ~rojr.:&L Jndt!r lksign or constr\\tion 

. ' duri'\'!' fos<-~! years 1961 threJUgh 1968, VA 
had authori zed archi t<ct-<'nginee",to star!'llh. 
devdopment of workin~ drawings and s!,<'Cil'j! 
cations ~!"ore .it acquired the sdccted hos .. 
pital sites even thougtfsuch documents ""'''' 
(ul"" u....tul ,)nly for y;!e 'construction of th~ 
buildin'. on ~he site fo i"wnich the d.,ign was 

. . 
prc;:..red_ For twoJOf thCSc! projects. the work-
ing drawinr,:s and specifications. which Wt!n: 

devefoped at a cost of ahout S 1.6 million, will 
have limited use, or possi bly no use, in the 
const~ti('., of th<Se projects principally b~ 
cause V A was unOlble to ac.qu ire thl!' st::lct:t~d 

haspit .. 1 sih .. "S. 

'lie expr",,<ed the bdief that V A <houlll 
Ii"t acquire the I.nd and then develop the 
wor'Ling lrawln!5 and specifications because 
(aj unforeseen changes may occur which coull.! 
affect land negotiations and Ib) the working 
drawings .nd specifications could have limited 
usc or no use if the solected hospit31 site can-

II 

not be acquired soon after completion of suc~ 
document,. 

We therefore recommended that the 
Aaministr.ltor of Veterar,; Alfairs (a) est.1>­
li'h a nrm policy requiring that hospital >ites 
be a"quired before startin:;; the development 
of working drawirgs and specificalions and 
lb) in implementing this polic>', emphasize to 
n:sponsible agency of'ticials that every reason­
able effort be made to acql!ire the sele<ted 
hospital sites by th. lime scheduled lor start­
ing the d<"Vehpment 01 working drawin;;> and 
sl"",;fications. Th~ Deputy Adn.;nistr:ltor of 
VeterJns Affairs ad"ised us th?~ V A did not 
a.,.ee that ho>pitai sites must always be 
acqu '''CI\ befo« starting the design of hospital 
buildill~'S. (9-133044, June 6. 19(,9) 

113_ RENEGOTIATION OF lEASE 
AGREEMENT-On M.rch I , 1968. in a letter 
10 the Dire~tor. National 3urcau of Stanu>.lJs 
(NBS), Department of Commerce. c"~cemin~ 
ou; n:view of NBS-s l<ase agr<ement with a 
university. rfl r NBS occupied space in th ' 
uni\1:rsity 's institute for laborJtory astrophy~ 
k~ huilding. we estimat~d that NBS's anJ . .lal 
",nt.1 rate of S 137 .~OO would. over the us, u: 
life of the facilities. result ir: the ur.iversity·s 
~.'Civing ,'W)ut SX 1.000 in excess of the <\)$t 
of consl!U:ting and financin¥ the portion of 
the f3cilities being used by NBS, 

We suggested that il would be ... son.ble 
~vi NBS tC' ",negotiate the lease .greem",t 
cons.istcnt with NBS's commitment to the 
university concerning its participation in the 
institute r ,Id in recognition of the estinuted 
useful life of the faci!ity and the Go,'em­
ment's contribution to the cost of the facil' 
iti,", The Director. NBS_ by letter dated April 
~S . 1968 .• tm'cd in general with our rmdings 
,nd su~stions, He stated that NBS had rt­
<-'Onsidc",d the basis for arriving at a r:ntal 
rJte and conduded that a reduced ...,ntal 
would be appropriate. 

As a ...,sult of our suggestions, officials of 
' he NAS Boulll.r ubcratories met in May 

.. 



1968 with representatives of UK univ.mty in 
regard to ren ..... al of the lease for fISCal y.ar 
1969. In July 1968 the univefSlty informed 
NBS that tt.e annual ren(al rate would be r~­
ducd by S8.000 to S 129.400 3nd that th. 
ren!2l rate was co' ,tingent upon costs actually 
in.-urred an!! the rate would be dourmined on 
" yar-to-y<ar basis. (Report to Director. 
N3tional 8urt.~u of Sfandards. ~3nment of 
Comm.rc • . March !. 1968, 

PROCURE.IIE.\T PROCEDURES 
ASD PRACTlC£S 

114. REQUIR~MENTS CONTRACT. 
ING FOR SMALL PURCHASES-About 70 
~rCl'nt of th. Department of Defen~ (DOD) 
rrocur<ment effolts wore being si"'nt on a 
l:uge n urn ber of tr.msactions for smaU 
purch3SCS- suppties and related needs in 
amounts which did not .xc,ed S:.500. Al­
though small purchases accounr<d for more 
thm Iwo thirds of all DOD procuremenl 
Ir.,"saction. in fiscal years 1966 and 1967. 
they amounled 10 only 4 pen:enl of Ih. lotal 

. DOD ;>rocur<ment dollars. Procure"",n! rep­
lation. provide several methods .'lr making 
smali purctlases. We undertook J re\'iew to 
consid.r whether on. such method­
requirem.nts contractint · would be mor< 
economical than frequ~ilt smaD purchase 
transactions ar.d to evaluate the performance 
of certain oL'Ier smaJl-purch= operation • . 
Our ft'port on the review W:J S is.s.ut:'d to the 
Congress in Fcuruary 1969. 

A requirements cOnlr1ct pro\ides for 
filling aU purchase r.quir<m.nts for 'pecific 
supplio during a specified conlcct ~riod. 
v.th deliveries to be scheduled by timely 
placcni::,at of oroers upon the contrJ·:tor. n ; 
2~tfantages of requirements contnt..1.ing are 
t"'OIOId. II permit> .Lppli", in $lora!", d~pots 
10 be mainlained at I.)wer stock 1CV\:1s. anc! it 
provides a means of obtaining lo"'-cr unit 
priCtS Ihrough purchases in lafJ" quantities. 

The mililary departments ten.clly w.re 
not acaunulating sufficient information con-

. 

It 

celning smaJl purctuses (\'olume of purchases 
by Federal Stock Oass and by v.ndors) to 
s.::~e as a basis (or determining the most 
econonucaJ a; u.l appropriate procureme:1t 
methods. W. found ~iut . al those purchasing 
activities whert! such information was being 
accumulated and was being used to conlracl 
f"r o:imated annual requirements. favorable 
prices were being obtained and administrative 
c.::sts "'ere bdng reduced. We expressed Ih. 
opinion that substantia! savings could be 
realized if this practice w,re more commonly 
us<d. 

We ~commended Ihat the Dopanment 
of n . iense : 

Accumulate i nformat l ~n on the JOlume 
of purchases at ~ltCted installations for 
selected commodit ies as '" basiS fo r as­
r::ertainint; the most benefic ial prtl.: ~·re · 

ment metnod . 

- Provide fuf1her ~Kiel jnes to insta lla · 
tions for a etermi".ng when a require· 
ments contrac t or some other method 
wO',.: :d be appropriate ~t)r prccurement 
.Jf a part icu lar comr.lOdity or class of 
items. 

In respo~ ·-· . Ih. Depanm.nt stated thaI 
a. test was b:.:ing conductec.i which might ~f'Oo" 

vide a ba',u for antcipatin~ the need. for 
requirem·,nts·lype contracts and Ihat our 
recomm:ndations would be considered fur­
ther at th. conclusion of Ihe Irsl. 

The Department is pursuin~ 32 objec­
tiv:s fur more effective and efficient small­
purchMe opc:.:ratJons and has furnished us with 
periodic reporu un the status of the!'\e efrorts. 
We pl3n to review. at a later date. the imple­
m.ntation of actions lake" by the Depart· 
ment. ( B- : 6~394. February 5. 1969) 

115. APP·. ICATION OF THE ECO· 
NOMIC ORDER QUANTITY PRINCIPLE IN 
PROCUREMENT-Th. economic orderquan­
lily (EOQ) is thaI quantily which slrikes 3 

balanCl' belween (a) Ihe higher procurem.nl 
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costs but lower stor..;~ ~o ts of fn:qu..:nt rur­
c.,...,. in small quantities and (b) the lew .. 
p_"'Ocu~ment costs but hi~ler stonge costs of 
less frequent purchases ;n larger QU3ntitj~s. In 
a report issued :0 the Congress in June 1969. 
Wt presented our findings th.t applicable 
Department of Defense (DOD) inst ructions 
for the use of the EO<.' principlt were sound 
but were in need of r~vision wirh respect to 
what types of items shoulo b< cO"ered and 
w~en cost factor.; should be revised . 

We found thlt current and lccurate cost 
d"ta were not OIvai1.1blc o r were not bl!ing used 
by the military services in computing require­
ments under t", EOQ principle. On the basis 
of the best cost data available. we e.timated 
that. i, the cost factor.; were updated and 
used : 

- The Air Force. bv initiati:1g a one-:ime 
additio",jl investment of SSO millior. in 
inventory. r:nu ld reduce ItS annual oper· 
a:ing costs between $ t 2 million and 
517 millIOn. 

- The NdVV cou ld reduce its InVC'Stment in 
inlo'fntory by about $4 m ill ion and its 

annual operating custs by about 
S500.ooo 

-The Army could reduLe its In~t~nt 
in in\lE!f"ltory by about S200,()(X) and its 
annual operating costs by abOut 
S4OO.ooo 

In resP<'.'~ to our sugg:estions for im­
proving th. application of ,he EOQ principle. 
DOD stared that current instructiolls were 
being revised ar.d that they would pro_ide 
firm crit!!ria relating to del-'jiltions from the 
EOQ concept. DOD stated aIY) that the cosl 
factors would be revised ,,,d up.Jated period· 
ically. (8-133396. June 30. 1969) 

116. PROCUREt,lENT OF EOUIP· 
MENT FOR ACADEMIC FACILITIES-In an 

April 1969 report to tbe Acting Commis­
sioner of Education. Department of Health. 

10 

Education. and Welfare. we djs<:u",ed certain 
situations pertaining to the equipping of aca­
demic facilities constructe... with Federal 
financial assistan.;e. which. we believed. 
should have been co~siJered by the Office of 
Educlrion (OE) in its ~fforts tn efficiently 
administer a(' t ivitie~ under the ac:ademic f:tcili- . 
tJcs constn/clion proF'ram. 

We found thaI. in i'rocuring movable 
equipment for a..:aQcmic ra.:ilities. grantees 
had not always folhwed th~ instructions con­
tained in the OE procuremenr guide and had 
not alwars developed meaningful equ :pmenf 
sJXdfication~ dcsi~ed to 'lS:JrC Jdequate 
competition. We ( . res:;ed l.. _,lief t hat the 
maxin', 1m benefits 3v3ilablc from competitive 
r"Ocure~nt practices are not rC':1Ii:!' ! d When a 
grmtee inst:tution does not provide prospec­
:ive supplier.; with equipment specifications 
th.t clearly shov,. the qUllity and qUlntity of 
equipment desired or when only ene supplier 
is rolidted for eJ<h item o( eqdpment. 

Our r.,.,.iew .Iso showed a r.eed for OE to 
disseminilte information to grantee institu­
t ions 35 to the m~"f.::num allowable prices for 
certain items of equipment. AIt"ou~ the 
ma.."f. imu m pric('S ..... hkh would be approved 
for some items of furniture were list~d in an 
operations m.:Jnull prepared by OE. we wore 
"dvised thaI the manuai had nol been made 
available to institutions which pun:hased 
equipment wit,",. F~d~r,J1 financial .:J.'ssis tance. 
We pointed out thlt two federally assisted 
CO""lruction p:'Oj~\7ts had bet!:l ~quipped with 
cert;;in rumiture rhat had cost mo,.. Ihan the 
maxirrum aDowable priC<5 establtihed by OE 
(or su<h equipm,-nt and that a third project 
had Jcquired ~quipme;)t more elaborate than 
appeared to :,. required and for which OE 
had not est.1blis~d 3 rtl3xirnum price. 

We recommended that OE reemph.size 
to grnntecs the importance of preparing 
meanin;ful equi;.ment specifications and of 
soliciting more than one supplier. whenever 
fc:tSible. a.; an aid 10 .chi .... ing m.uimum 
eoonomies in the use of Federal grant fu'lds 
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for tquippin& aC3demic facilities. Wt recom· 
mendca :!Iso th:lt OC expand the list or equip­
ment items for wruc!! m3xi. l~m eligibk prices 

• •• ad t.een 'Cst.blished to include additional 
items of equipm.nt whic .. on the basis of OE 

• experien.. !lad been pureh-sed in mon! 
.Iaboral< fonn than ~quired Jr Ihe pjl)jccl 
purposes a"d provide such list 10 all institu­
tions recef.,ing Federal financil! assislance in 
the consuuctio~ of 3c3demic facilities. 

• 

• • 
• 

• 

.,....-. 

W .... erc i'nfonned in June 19691hal OE. 
planned to Ulke acnon 310n~ th~ lines or our 

.recommendal¥>ns. (Report 10 the Acting 
Comrnissio1.er of Education. O,;>arlm<nt of 
HeallllP Education. anJ Welfare. April 17. 
J 969)· • 

• 
, 

117. POTENTIAL ECONOMIES IN 
DRUG PROCUREMENT-We rep<1rted t,,",he 
Sec~t;uy of H.alth. Educ. tio". and W<lf.~ 
in S.ptemb.r'1968 on opportunitie< for .con­
omies in drug pr~ure/l\cnt by.th, 1n~ian 
H~lth Servi~e (f<ym<rly Divi.ion of Indian 
H.aJth). Health S~rvices and MenIal H.,llh 
Administration. 

• • • ., , 
We poiJt.d oul th:lt savings could be: 

• realiz.d if llT'a!<r emph:lsis w~re p!a.:ed on 
!he btnefits of crntraJiz.d and competitive 
buying through tho Pub'ic Healah Service sup­
ply centet pr !!trough V.tcrans hdministra­
tion supply depo~ ""d if . Ie ~u"le (If drlg 
products pureha...! · oY,lield i",tall.:ions 
dim:tly from "",nufacN~B and local ",hoi.,. 
sale eshb\i<hlllel:ts. totaling about S I million a 
year. _re reduce;!. We '>eli.ved th:Itth= w3.S 
a need for ctfnsidering .~. benefits 10 be 
deriv.d from the cst.blishment of >. progr:un­
"'ide drug formulary which. tog-<th<r with 
better infonn 'ion on drug usage by f:eld 
ir:shllation .. would help in d<lennining th. 
drugs thot would be: procur.:d cent!:llly on a 
cOIT.petitive basis and gonetally at lower prices 
than drugs procured locally. 

We pointed nut also thot dru~pricing 
methods in some contracts with priv.te 

pharm.3Cl!'S which fl'mish p~-C'.n~ions to 
Indian h<ndidari<s wen: based on <cst·plus­
perccnt:!1=l'-Of-cost fe3tu~ th31 w~re not con­
duci\'c to c(onorrjc:aJ drug pur.;hlsi ng 3S they 
might .ncoura~e !he di<pensir.g of high« <ost 
drug products than might be n<cded. We 
!'ccommended thlt rcimbu,'SCment to the 
pharm3cic:s be b3Sed on 3ctU.:.l1 acquisition cost 
plus a fixed professional fee. 

• We pointed out further that. in son!c 
locations. recurring or repetitiv.,.tYi>< pre­
Siriptions for India"s t~ald .n no;K;ovcm­
ment faci!ilics had b.:cn filled by private 
pharmacies. with the «suit that the !>enef:!s 
of lower cost drugs obt.inabk f,om Indian 
Heallh Service pharr:lac;~s h"d not be:.n 
obtained. 

, t I» In response to our n:cOmnlCndltio!'1s for 
Slr.lTgthening the c;)ntrols over drug procure­
ments arod reali.!\ng the possible .conomies 
inaic3ted by our revit ... '. {he A~istant Seen .... 
tary. Complrolkr. inform.d I'S in o.:,cmber 
"968 of • ~umber ~ .ctiops th.1 would be 
initi.ted. He stated. however. that the Indian 
Heallh Service did not consider it dc-siroble to 
require the fillmg of recurring or r",opetiti .. ·c-

t 

, ,type prescriptions from Indian Hc"lth Service 
ph=cies becau.e this procedure would 
preclpde the phann3-:ies .... 'hich oue not 
locat..u in the \icinity ot the hr:li.n b.:ner~ 
ciui::s from pro,;din~ direct oral instructions 
on the proper use ofth. diu~ (8-16403112). 
Septembe!' 3e. 19F.ll, 

119. BETl Ea PRICI:S A!oID PUR· 
COIASE DtSCCUNTS THROIJGH VOLUME 
PROCUREMENTS-In . March 1969 report 
to the Joint Committee on Atomic Ene:gy, 
we report~d thot .• Ithough the Atomic 
Energy Commission (AEC) generally provided 
for a system of IIUnaging equipment I'll an 
~ffective and efficient IIUnner. cerlain ttOne­
",1es would ile available through mon: 
effective use of voh:m~ procuremen IS. 

We reported that. when the procure-

., 



rnrnts by AEC contrac(o", were considered in 
to"'l. there were a number of ilems purchased 
in large quan ! ilies. AJlhC'ugh in some 
inslances contraclors, by consolidating Ir.':ir 
requiroments, hac rc.lc.ed S4vin:;s I"'ough 
receiving volume discount:. we found that 
certain items of equipmenl had been pur· 
chased in.tividuaUy or in small quantitiL.,.. We 
suggesled Ihal belter e"hange of p;-ocure­
m:nt informatior. and earlier fo recasting of 
rcquire!Tk:flts should pennit ~he procurement 
of like ilems in hrge quanlilies, which would 
provide opportunilles for obtaining beller 
prices. We suggested a!so Ihal addil ional 
opportunities for «onemies in procurement 
were :Jvailable: through more ex tcnsive usc of 
su..:h special :lrran;ement=:; as the offer-of-s~1e 

agreemenl which was innovaled by AEC and 
which is being u~d. to someextcn:. at certain 
installalions. lhis aJ;l'eemenl provides for a 
purch .. ", d iscounl based on the vol~ me cf 
procurements wilhin a specified period of 
t : """ e. 

We discussed our findings wilh AEC oni· 
daJli, who were rcccpthrc to ocr suggt!Stic ns. 
ll"y po inled oUI 11>31 Ihey had ""en giving 
continuing attention to these areas and 
advised us lhal Ihey would ccnlinue 10 
emphasizr Iheir efforts. (8-160731. March 14, 
1969) 

119. COMMERCIAL PROCURE· 
MENT VERSUS IN·HOUSE FABRICA· 
TION-In a rc~ort submitted to the CongTl:u 
in October 1968, we poinled oullhal, in Iwo 
cases in whioh the At<::nic Energ} Commis­
sion (AEC) had prOL"Ured products for its own 
use from privale industry, the prO<.ucls mighl 
have been manufaclured in AEC-<>wned, 
contraclor .... peraled plants allower cosls. The 
estimaled costs of aboul S8.8 million 10 pro­
CU'" lhe products commercially were about 
SI.8 million mor: Ih,n it might bave co>l to 
man,,(acture Ihem in AEC's con!raclor' 
c?,raled plants. 

We f<'und tbal AEC had authorized ~'On' 

tinucd commercial procllr~ment of fuel 
assembhL"S for Ihe High ~u. Iso!o"" Reaclor 
at Oak Ridge. Tennessee, at an esl imaled cosl 
of S7.2 million 10 furlher ils leng-range 
efforts to eslabli;h an efficienl. slabl • . comp.­
titi"e industry for s~pplyin~ tesl "nd research 
reacter fuel. Infor.-.. Hion a\'ailable 10 AEC at 
the time the :::-ocurcmcnt was authonzed 
indic"t~d that the :lSSemblil~ might have beerl 
fa:Oricaled :n·r,ouse al savings "f .boul S I 
million. 

We found also Ihal AEC had directed 
Ihal Ihe manufacture of ce"ain beryUium 
melal parts at ils conlraclor-o""raled plant at 
Golden. Colorado. he discontinued in fa'/or of 
commercial I'rocur<mcnl of Ihe parts. AEC 
considered re,·sor.able Ihe prices offered by 
industry and o..lievcd Ihal comme,cial :>rc.. 
curcment would 3ssi')~ in maintaining industrj 
c.pacily 10 "",el p'lSslble future n<cds. We 
believe Ihat al><o.11 ShOO,ooo could have been 
saved on about ~ 1.6 million worth cf com· 
mercial procun:O!.rnt~ if prooucth:m at the 
AEC planl had been a:, owed 10 conlinue. 

We questioned whether the considera­
lions ciled by AEC j~slified incurring Ih. 
additional costs. Yif! recommended that, for 
products invol\o'ing significant cost~ which are 
sokly or primar;!y for AEC', needs and wh'ch 
are "'pable of ""ing prod\. .·ed in a\'ailable 
A EC·owncd, conlractor-<>p.:ralerl facililies. 
AEC advise the Joinl Commillce on Atomi..: 
Energy of ils plan 10 purchase such products 
froni com"",~rci:J1 c;ources when incrementa]· 
cost ~ol'1'1pari~ns show that slIhstantiai sav· 
ings rni~1 be achi.veu Ihrough in·house pre.. 
duction. AEC believed Ihal Ihe decisions 
mOl de in the two c.:.scs cited by us wt!fC' just ... 
!ie~ undc:-r the clr.."Umstance.c;. AEC. htJwever. 
agret'd to accept our rccoremendation. 
(8-1641 OS, Oclober 1:, 1968) 

120. ACQUISITION OF LANO FOR 
RESERVOIR PROJECTS-In February 1969, 
Wt reported 10 the Congn!ss thaI Ihe Corps of 
Enginccn, (Civil Functions), Departmen: of 

.:I 

, 



the Anny was .cquiring fee title 10 Ihousands 
of acres of reservoir project land when Jess 
costly flowage e""""' .• IIts wuuld have sufficed 
Of when no interest in the la"d was rcquil~d 
Cor '-"Ier conlrol purposes. We .slim.ted that 
the additiun.1 cost oC ~:'f1uiring f~e titk to 
388 sel«ted U3cts at . ~·;,n 'ese,,'oir projects 
am"unted 10 aboul 5' 1 milli"n, 

We recognized that fe<: acquisition may 
h .. e been desirdble 10 salisfy purposes other 
Ihan w,ler control. We foune:! . hOlloever. thaI 
the Corps h.d nol idenlified Ihe at:Jitional 
cost incum:d for other project purposes. 
mainly «c«ation and fish and wildlife. even 
Ihough the Fish and Wildlife Coordination 
Act indicates th.t Ihe Congress desir<s cost 
inCormation relaling to land acquir<d for fish 
and wildlife purposes. We found also Ihat the 
total cost "f Ihe bnd acq .. cd for rccroation 
purposes h.d been paid for by Ihe Federal 
Government evon though some of Ihese costs 
may have be.n properly financed by non­
rederal interests under the cosHharing pro­
visions of the Federal Waler Project RcctCa­
tion Art, 

In response 10 our proposals. Ihe Depa"­
ment of the Army sl.led th.1 infonn.lion on 
acreages and approximate costs to be incurred 
for such purposes os recreation and fish and 
wild liCe ,...,uld be Curni,hed to the Congres>. iC 
it w.s desired, Wilh r"pect to Ihe addiliona: 
financing "'hich may have been aV3ilabl~ from 
non-Federal sources. Ihe Dep.rtment stal~d 
that tills would tend 10 decrease recreational 
development by local interests and, at some 
future date, ;oold cause substantial adminis­
trative problems. 

We expressed Ihe belief thaI the Cor.­
pcss. in prescribing the nature an1 eXlent ;)f 
reservoir project purposes. mig.'!1 wish to 
require Ihat Ihe Corps identify. for congres­
sional consideCltion. the cost incurred in 
acquiring greater interests in land than are 
needed for water control purposes. the pur­
poses fOT which such il)terests are acqui .... d. 
the related aCleages. and tit.. benefits to be 

, , 
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derived from such in!erests, We sl3ted that 
the Congress might also wish to expr:ss its 
intent as to whether the additional CoJSts in· 
curred for recreation and fash and wildlife 
purpcses shall b~ trelted :!S s< parable cosls 
and be subject to cost sharing under Ihe pre­
visions of the Fc:dt!ral Water ProjC:\7t R~l.:re· 
ation Act, (8-11 1>634. February 3.1969) 

121. UTtLiZATtON OF EXCF.SS 
FEDERAL PER50NAL PROPERTY BY 
STATE EMPLOYMENT SECURtTY AGEN. 
CIES-In a report submitted to the Congress 
in September I ?68. we s\;lted that the Bu:-eau 
of Employment s.,curily. Departmenl of 
Labor, <ould h .. 'e realized sa":ngs if the 
Bureau h.d cst.blished .nd impiemented a 
policy which would have enabled the 1State 
employmcnl security :!gcncies to acquire c:x· 
Cl'SS Federal personal property for us.: in their 
Sl3te anG 10<31 offices, The Bureau proce· 
dures permitted St.le agen.i« to use Federa. 
funds to purchase persona. property rJther 
than acquire ,u<h property thr;)ugh Ihe excess 
Federal property program of the General 
Servkes Ad",ir,istration (GSA), 

On the tJsi< of our review of employ­
ment security offices in the Stltc of Califor­
nia, we <:stimaled th.1 a~out S68,OOO could 
have tM:e,! savC'd if excess Federa1 personal 
property ',dd been made available to furnish 
these ")~Iicr:s. To :he extent Hut e;(cess F"d­
eral personal property;' available. additional 
subst .. ntiaJ savings t') the Federal Government 
could bt! possible through re.:!uCC'd expendi­
turt's for rt'p1::tcemcnt aud purchase of addi­
tional equipment in the more than ~.OOO 
State and local employment >ccunty offices. 
n3tionwide. 

In res",,:>se to our ir,~uir}'. the Depart­
ment of l..'bor a,hised u, that the Bureau did 
have the authority 10 make excess Federal 
personal property available to the 31ate agen­
cies and th3t it was imp!enlcntillg our ~g. 
gcsled policy to ena:,le the Slate tmployment 
security agencies to acquire excess Federal 
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personal property for use in their State ond 
local offices. A departmental official aI<o ad· 
vised us that, as • result of our prop=-!. the 
DeFtn.ent had nud. arrangement' with 
GSA for Slate '£inci .. to procure supplies, 
e~l>menl, and StIVices through GSAf supply 
sources. • 

.In Ma<ch ! 969. tile Departm,nl i>.>ucd 
instructitJns urging ~Il Statl! agencies to usc 
GSA supply sources 10 Ihe maximum ext~nt 
I¥'«ible' and u'!!'ing those SI,te agenci~ that 
are preduded from makjn~ such procure-­
ments to seek ~ppropriale amendmenls of • 

• theit ~Ie laws or regt!~tions. The Oo:part· 
.",nl', instruction! to the States stated that 
it' rccenf'comrlriso~ o( ~omme<cial ond GSA 
prices for 13 ,,,,I«ted items" purchosed by 
State ill.ncics ",,·e.led that G5A prlces were 
usually lower ttt:m commercial prices. 1,'5 • 
Department ad.-;",d the Sr.'tes _het the ap­
propriation r"Guest for. fi><.1 ye", 19-0 (or 
gran" 'lind fo. Sl'i'Plies and equipm~nt had 
been reduce' by ~~ miilioll in a~tiofipation of 
the ,",ving< '9 be realized by Sute aj!t'o.-y ~ro- • 
cur<ments through GSA supp;y sources. 
(B-133IR~. s"p!eml>er 25. l~b8) • 
. ' ,"" . . 

122. MICROFtLM PF;OCU'REMEN\ 
AND USE-Our review of the prcx:urement 
and use of mkrofilm at \he Internal Revenue 
SeIVice (I~), Deparlment , Jf the Treasury. 
~how~d that s~bsuntial "vings {Jere possible 
i( IRS seIVi.:e c-'ters p.rocured needed II'jcro­
film in shorter lcng-tfu that more nearly corre­
sponctep ~ith 'hose received fo r copy i r.~ pur· 
poses from the ~3.tiona1 Computer ('enter ~nd 
if procu"menlS were m:-de in suffidcnt quan­
tities to qualify for ma x;mt...m volume dis.­
counts of(er,"1.l by the sUl'pli ... r. We found that. 
during the mkrotum IYproduction prQ\:Cs., 
at O'IC sen'ice ,C'ntcr. substanti.31 quantities 
of film 0 .. . ach roll purchaStd wee< no! being 
used and were c\'entuaJly destroyed. The un­
used film resulted because I.he lengths or rolms 
procured ~y the ""rvice center a .. f3ged 100 
feet mcre than t!1e length of th. master roll 
furn ioied by the Computer Center for repro-

duction purposes. We found also that the sup­
plier of microfilm offered a discount as rugh 
as 15 percent if order< (or film were (or at 
least 1.764 rolls. 

rn ct:i11menting on our findings. IRS 
agreed tha t subst.ntial savings were possibl: 
and instructed all field offic .. to purchase 
shorter roUs of him. Also. IRS has asked the 
supplier o( the film for the maximum dis-

.. count on each order. regardless of size. ;n 
"iew of !RS's overall requirement. (Letter to 

Assistant Commissioner (Administration), In· 
tereal Revenue SeIVke. hnuary 22. 1969) 

123. OFFICE F'JR~llTURE PRO· 
C'JREMENTS-Our review of procurement 
and disposal of omce furniture at field uffices 
o( the Internal Revenue Service ( I RS), De.,art· 
ment ,.f t!le Trell>ury. showed (hat. by chang-

•• ing its office furniture sunJards to conform 
·yjth Federal Property M.nag.:ment Regula­
tions IFP~IR) requirements. IRS could effeel 
cost reductions on future furniture prOC'ur~ 

• 
• 

menU. p31ticul~y at its seven service ccnten 
where operating s .. ace will be increased by 
about 500.000 square (eot by 1971 . 

Exces.~j\'e costs are incurred because the 
IRS office furniture ; unda, Js do not recog­
nize reguiromcnts that the least expensive hne 
be purchased and that the use of e,ecuti'e­
type (urniure be limited to employe .. in til< 
appropriate GS grades. The requirement to 
purchase :he least expensive line W3> .. ta!>­
tished by the Ccner::d Services Adr.ti-nistration 
.t the Pr«ident's January 1965 request to re­
duce subsUntially the thelKllrrent rale of 
spending for new (urniture and typewriters. 

(rt commenting on our findings. we were 
a(h;sed that t~e office (urnitu re standards had 
txen developed (or IRS"s f",." it!! .. replace­
ment program 3 ·1/2 years before the Pn::.i­
dent's re<r~1:Sl and that it did not seem to be 
good management to discontinue t:.e replace­
ment program which was 90-percent com­
plete . 

• & 
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The ~idenl's request to rzduce the 
rate of s:>end;na for new fur.titure did not 
exempt ongoing programs. Also, in view of the 
anticipated future expiimon 0. IkS activiti, ... 
particularly at service' cenrers, and the resul­
tant opportur.ities fer effecting e~onvmies 
during future furniture procurement~. Wf! rec~ 

ommended that IRS revise it.; (, ;fice furniture 
stand3rds to conform with fPMR rcqu ;re­
ments to pu:chase Cle least expensive line and 
restrict the use of executive-type furniture to 
employees in the approoriate GS grades. 

Su~quent to the isruance of our report 
to the Secretary of Treasury in ~.y 1969, the 
Acting Commissioner of !ntcrr1:l1 Re\'enue 
advised us that I RS had revised its office 
furniture standard" to maKe!' them r:onsistent 
with FP~fR rec,uirements · .... hich woul!! .n<ure 
that executive furniture will be procureci only 
for officials who qualify under ti,e regul,· 
tions. The Acting Commissioner advised us 
also that IRS did not ag;-ee that it had n.:>t 
;omplied with FPMR's requirement relating 
to the purchase of the least expensive line. He 
said, however, that IRS would continue to 
work closely with GSA in all procurement 
a~tions to be sure that IRe; obtains the least 
expensive cquip~nt dctcrminc!d to m~e! the 
require.nents. (8-133327, ~lay 29. 1969) 

12~. STANDAR DtZATION 0 F 
DRUGS AND PHARMACE ' !TICAL SERVo 
ICES-In a June 1969 report to the COl'gress 
on our review of certain aspects of phannacy 
operations at hospitals and climes. we com-­
mcnted that there were opportunities f~r 

reducing the cost "f .Jrugs used by th .. Veter­
ans Admin;'tration (VA) il1!;tallations in 
metropolilan areas through Increa.<ed stand­
ardization of cummonly used items and their 
dosages. 

We co;nmented :hat centralized bulk 
compoundin, and purcha>ing facil i ties would 
contribute t:> improved patient ca~ by pro­
Yidin& medic~tions that are not cOI1U!l~rciaily 
available, more assurance of the quality of 

.. .siJ...\~.,-.- .• ~~~~: .. :~ 
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drug» compou!lded, and better "",;s;a~rc to 
t~ardl and (mining activities. 

Also. we <,-pressed the belief Iho: the 
i;lCTC3SCd st.:mdarcization and ''!Sultan! d~· 

crease in !!ruj!' (..>Sts cl..uld tae acu~~ved t;U,)II~ 
~he use of ;rrea i:1terstation ther '.,cutie agen , 
and pb;\r.nlCY committf'!e~, 3c":ng in ~onc~r: 
with J;":.:i 1 ·Ik .:ompoundang pup..:has-­
ing fa.:. . 

We therelore rccommentlcd Ihot (J) the 
Admin~ trator of Veterans ,6_if~irs provide for 
the fonnjt;on of mterstation ther.Jp\!utic 
.~nt and phar.nacy corr.mil1ees in geo!'<.pt.· 
ica) areas containing sever.!! VA m~dic 'll facil­
ities lUId (b) !he committtes. whrn c(;. a~ 

ILnC'd. ana \o\i[h the encouragemen! ~~d .Is,c;.!S[­

ance of the VA Ccnlral Ortice. sludy the 
feasibility of establishing centralized bulk 
compouudinf ;::0::1 purchasing cperJtions wilh­
in their respecth'c geographical' cas. 

VA concurret! in our reconlmend:--tions 
and s1.l:ed that it would esrablis:l int ers;'O&~ion 
committees with respcnsibilities a.; "roposed. 
(8·133<»4, June 30, 1969) 

125. COST F ACTORS USE:> IN 
ECONOMIC ORDER QUANTIT " FOR · 
MULA-In April 1969 we «ported to th. 
Oirectcr. N3tion>J Bureau of Standazos, De­
panment of Commerce. that .he General 
Services A1ministration's Federal Property 
~bnagemcnt Regu!.1ti"n~ (FP~!R IOI·~7.IO~) 

required the use of the economic ord., quan· 
tity (EOQ) principle ~ 'ock replenishment 
by civiJun 3gencics 3N. ~cogniz .... :.1 the nn~d 
for pericdic review of the cnst fact ')rs used to 
fomulate EOQ t3bles. This methot.' of replen­
ishment u!iliz<d a mathematical formula to 
determine the order size which would m;ni­
miz.e total ..... ro..:uremel"lt and inventory~ 

caryying costs. ',ne reliability cf the fonnul3 
was dependent 'J" the accuracy of the pro­
curement and inventory cost facte ... used in 
the calcubtions. 

The Boulder Supply Section of the 
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Boulder Laboratories loot": .t Boulder. 
~olorado. · 'SI.'d an EOQ table in Ihe "'plcn­
i.~hmC'nt ai storeroom !' tock . Howl!\"cr. the 
1'''1< to u'" hA beon d~v<loped ove. 3 yeats 

• befon: and the procurement and inventory 
cost factor; used in the furmu'a had net been 

' ~bscqu~ntIY review~~ v, ulXfltcd. 

Since thl! n:liablhty and effrcti\'(, ,"!css of .. 
Ih~ "OQ principle ot , tod repknishment was 

• dcopc:ndent on the :.. '·cur.1t.:y o f the c;st f~ctors 
used in d",'eloping the EOQ t.bl< . we co,.. 
~Iu"'d that the Boulda Supply S-c!.on 
)hould h:\; ew the c~ f:ldo l'S to dch.'nnine 
whctQ,l..'f they \1,"Crt~ st ill :JrpruI'riah.~ . • • 

We therer'ore "'w mmend¢ that the 
Boulder Supply Section ",,·kw. and rni"" if • necessary . thl!' pro-.:un:mt"nt 3 :d i;w"","ry-
orrying cost fa.;tors u~d in /he EllQ f"r .• ' 
m~I, We ",comme~dru .Iso that ac:.on be, 
taken to proliJie for \l'e put :OJIic ,,,,iew of. 
the ... ':01, faclors, In July 1969' the ~rcclor 
of the Bheau ,d"i.",1 liS rhl! th: cost ractJfs 
would be rC\' jl'wr:d . t ~l'rort tC' Qk'"'t'~tor. 

:>iatiQnal BUlteau of SrandanJs. o.,partlifent of 
. ' Cotllmerct April ~9 . 19091 , 

, " , 
126. ,LEASING COPYING MA· 

CHINES-We m1dc·3 review of \."Op)·ing 
"",chi~s I<~sed by lIle 'Department of Com­
mt!rc~ to -d~t~nnin~ ~he availability pf ma~ 
chint'S .... 'h k tr ~o .. ld f'llO\;de sc:n' IC('$; at anIOn: 
economical ~ClSt , We: infl>nned the Assistant 
Semt;uy for Adminisrr,tion by ktl<! that . in 
our oyinion. morc econ.:>mk:;1 mad\jn\."S wen: 
avail~l~ and that cost had not been con­
sidered in approving the kasin~ of copying 
machinrs.. We sUg&l,."Stl"d that the IXpartml"nt 
establish d<uiled proc<du"", ! J provide guid­
ance in ~dentif)'illg the "ost economical 
machine that ~ould med n:quin:mcnt.s. 

The Ass!>l.nt Sec'tt'ary "'plied that he 
did not beue>'e that it would be ~nk;"nt for 
eac.h 3~n(.,. to en,a~l! in the rxrensivr rr­
se.rch and testing that would be rcquired to 
d(Velop and update criteria fOl' the selection 

.. 

.' .~ 

of cop~' ing machines. He sta ~ed that this task 
shouid 0" perfom1ed by the Go""",1 Servioes 
AJministrotion (GSA) for the use and benefit 
"j all ~ ' ederaJ agen~ie5. Hc also adviSC'<l us t~at 
th~ D~partmt'l ',"3S in the prc~ of con­
ducting a study of copyi.ng equipment and 
""'k.,, in the Lommerce Building in Washing­
ton. O,C .. to d<vdop an optimum plan relat­
ing 10 fast copy lechnology, 

By let..: "'port to the Assistant Sec",­
tary in April 1969. we restated our position 
pointing out that corrtlponden~ between 
GSA and the Assistant Sr.cr<tary indicated 
that GSA was of the opi.nion th>lthe impos!­
ti"n and exorc;s., of control on the = of 
copyi,,!! machi.nc equipment could best be 
administered by each agency in\'\., lvcd, We 
also suggested that the copyin): mJchin£ 
m.1fket be kept under constant ","jew by the 
o.,p:>rtment in order to lake advant~ of sav­
ings generatrd by technological .d,·ances. 
(Report to Assistant Sec:erarv fo: Adminis­
lratic'n. D,."artrnent of Commertt. April 1. 
1969) 

127. OUTFITTING VESSELS 
ACTIVATEO FOR USE IN SOUTHEAST 
ASIA-In Noveml:>er 1969 we reportc-d to the 
Con!!f'<SS th~t the Marit ,me Ad,n inistration. 
Department of ::ommerce. had no! <sui>­
[<. hod .dequate procurement procedures to 
guide th= coast d istrict offices in purchasing 
e<,.IJipmcnt and supply items for outfitting 
vesseis ",ithdrawn from Ihe Natio~1 ~fense 
Res.:r'e FI..,t for SI':vice in Southe",,! Asia. 
Each di.,trict developed its own meth,'Cls and 
proo.-dures for accomplisrung the procure­
me"t function. and . • 5 a result. Maritime did 
not. in our opi.nion. t3ke advantage of "ppor­
tuniucs fo r ~:ilizinS signific,ant t'\.-cnomies in 
the pl'O<.'\In:I ... ~1 of outfitting irems for the 
vessels. 

We found :hat sepzl'2te and unccordi­
noted purchases by tile indnldual districts of 
12 i.lerns selected for rt:.;-'~ ,;:suited L"I sit' 
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nificant difr~rences in the prices paid fo; the 
items. On the basis of these differences. we 
believe that prog:-am expenditures might hue 
been reduced by about SI95,ooo throu;;h 
impro>ed procurement pro...edures. Also. Mar­
itime had not taken full advantage of the eco­
nomies available by usirg Government sources 
of ,upply _ Many small supply items, ,uch as 
hand tools. paints. and cleaning supplies. were 
available but g""oraUy were not purchased 
from Government ;ources of supply. 

''Ie reoommended that the Acting Mari­
time Administratol ... tablish uniform procure­
ment procedures to be follow~d by the coast 
district offices for outfittir,g vessels from the 
rtscrve fleet. Such procedures should indade 
provition for (3) standardizing outfitting 
items anJ establishing uniform specifications 
for standard items. (b) maleing maximum use 
or consolidated pUI"hases through central 
,.",curement and obtaining formal competi­
'-'"n. and (c) utilizing Government sources of 
supply whenev~r possible. 

In J u,'e 196a the Acting Mariti",e 
Administrator ad\li~d us that 2 study group 
had ~n appoinTed to stu<ly the complete 
logistic support system of the oporation. He 
slated th:t th~ stu, ly group had defined high 
volume. high .ost. bgistical support materials 
which w.:r~ .'Usceptible to r~TChasing through 
centr:tl procuremen: . as well as from Gov­
ernment sui'!,I;- sources. Also. the district 
coast director; hlJ engaged in negotiat ions 
with their respective General Services Admin­
istration supply outlets ,0 arra.."ge for opti· 
mum 1J.Se of these supply sources in pr..:widmg 
for the logistic needs of the GC'vemment­
owned ships. Fin:Jly. standard requisitions 
for store, equipment and subsistence items 
had been developed by the study group and 
implemented by the Coast Di,tricts to ensure 
more ?O-Qtive control over material u~5!·: and 
to minilnize over ordering. 

We believe th.<t the actions ta;'~n by 
Maritime were responsive 10 our n-::ommen-­
elations and. it properly implc:m~=:I. would 

, . 
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benefit not only the present operation of the 
ships in suprort of the activilles in Southeast 
Asia but should also (;reatly benefit the Gov­
e-:nment should Maritime be requested to .cli­
vate the fe'S.rve fleet ships in the future. 
(B-11 877? November 4. 1968) 

1.8. use OF BLANKET PU RCHASE 
AGREEMENTS-In April !969 we reported 
to the Directcr. Nat ional Burell,; of Stand­
ards. Department of Commerce. that during 
OUT survey at the Boulder Laboratories 
located at Boulder. Colorado. we noted that 
c:st3bli~hf'd doll:tr Ji ~ ,it3tjOns may h;J\'~ 

restricted . the use of ~,Iankol purchase Jg!e'" 

mcnts ( BPAs ) and th3t by i;:ting suc h rest ric!· 
io.,. possible "vings could be effected. 

We observed tha •. of S4.8 mil lion wort;, 
of supplies and ~quipment proculemcnt ,t 
l!.:>uldcr in fiscal ye .. 1968_ BPAs or res<rva­
tions were .. tilized for only about S858500. 
Wr did not determine the re- ' Jlive admin istra­
tive cost te. the Bo~lder Supply S<etion for 
purchasin~ items by using BPAs CL mpared to 
individual purchase erders. However. a 1964 
General Servic", AdminL<tration (GSM report 
on a study of purt;hasing and contr.1~ting 

operations at Bureau headquarters showed 
that the cost tll purchase each line item W;lS 

25 cents under SPAs and S~.47 on infomul 
(open market) rurchases. On the basis of the 
GSA study . it appears that savings COL· .:I be 
effected if greater use were made of OP,\s for 
replenishin~ storeroom items. 

Procurement officials at Bureau head­
q"arters in Gaith~rsb"rg.. Maryland. informed 
us that the dollar limitations were established 
to ensu'" that individual purduse orders will 
be prepared for all purch.,es of nonexpend­
able capital items in excess of the limitations. 
Accordin~ to a Bure ... offici. I. the prepara­
tion of individual purchase orders assun!d that 
the items purchased would be capil.iized and 
record,d on the rroperty management 
records. and thus the Bure." wou!d be pro­
vi,lo:d witt. 2 mean.; rf internal control over 
~h pur~. Our s"rvey sho·..-ed. however. 
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that the same internal control could be 
accomplished under the BPA system. Procur' . 
ment offic'als at Bureau heajquarters agree, I 
with our view and on February 24. 1969. tb 
cru .. f. Procurement Section. removed the 
Bureau's dollar limitations on the use of BPAs 
for all Bureau procurement. 

However. in discussing the ~::>ssible in­
creased usage of BPAs. we were advised by a 
Bou lder procurement official that ail pur· 
chases must I>e identifie<l with an individual 
project number for fiscal purposes and that 
use of a single BPA for numerous projects was 
unsatisfactory for this purpose. 'ite re.:ognized 
the need to associate all purchases "'ith the 
individual project numb« ~o r fiscal purposes: 
however. this need did no: p«c!ude th. UiC of 
BP As for storeroom replenishment sin« each 
storeroom had a .. pante project number and 
a separate BPA could be established for each 
vendoc supplying a particular storeroom, We 
therefore recommended that the Boulder ut>­
oratories make ",.ater use of BPAs where 
practical and feasible in the prO\.Jf<m~nt of 
supplic!l. inch.lding storeroom repi.:ni'ihmer.t 
items. 

In July I ~6y the Director of the Bureau 
advised .,. LIm the use of BPAs for storeroom 
repienisillnent pure"a",s was feasible anj that 
approprial, BPAs were being nogorioted. 
(Report n Director. National B,,~,au of 
Standards. Department of Comlllerce. April 
"9. 1969) 

129. ACQUISITION OF Tel E7YPE· 
_'fdTE;lS-ln September 1968 we reporled 
to the Con", ... Ihat the General Servk.:s 

. '. 

/ : 

Administration (GSA) did not eva!u.i. ade­
quately the rel~tive financial ad, antages of 
acquiring teletype'mters and rei. ted mainte­
nance by :neans other than le:>si~g because 
GSA believed thot the results of a cost com­
parison would no. have sufficiently over<:ome 
polic~' and other noncost considenllions. 

We estimated tha:. after the present con­
tract expires. the acquisition of the teletype-' 
writers by an altemati\'e method or the ne!lO" 
tiation of a new leasing arrangement more in 
line with the cost of an alternative metHod 
~ould result in cost reductior, ranging from 
S2.4 mil!ion to 55 miUio" ov« the remaining 
.,. , fullif. of the teletypewriters, 

• 
W~ also reported that GSA', ability to 

pursue the most ~conomical afr",tative at the 
expiration of the pre",nt leasing arrangement 
would be limited because the tariff filed by 
the contrdctor for tI.e Ad\'anced Reconl 
SystC:l~l scrvict: contained a provision which 
restricted GSA to using a leasing arrangemcr.: 
in acquiring t<letYP'"wrilcrs fa, us, by civil 
agendes. 

W. recommended that. prior to the expi­
",tion of the pfe>.!nt contnet. the Ajminis­
trator of G.:nl!nl Services initiate ~t.:tion to 
ejimir,.te the \.0...,1"( provision thJ! prchibits 
the use of Go".rn,~.,t·furnished teletype­
writers by GSA .. .,d other ciVli ~gencies. We 
recommended furt her th.t the Administrator. 
in future communications procurements. 
give consideration to alternative me:\JIs of 
obtaining the :.emces and to the relative costs 
thereof so that the rn.:ans most favoraNe to 
the GOYCfllm'!nt f'1ay be dC'tcrmined. 
(IH 6" I G4. S"ptember 12. 1968) 
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RESEARCH AND DEVELOPMENl 

RESEARCH AND DEVnOPMENT-
GF..."-EifltL . • 

• 
13t1. CONTRACflNG FOR RE · 

S!:ARC~ WITH GO"'~R"MENT."PON· 
S=r,ED. NONPROFIT ORG~NIZATIONS­
On Apri13Ci. 1962. the Pnosident. transmitted 
to th..contJess a re!')rt entitled "Goven .. 
m~nl Contracting f"r Researeh Jnd Develc,," 
me:>I.'· EXI~sive hearings wore subsequently ., ... 
held by me JUse Committe< Oil Govern..::nl 
OpoJ1lltians. .. n<! t~e subjecl has continued to 
be high!)' irn~ortanl. Gov<rnment .xp"kdi· 
lUres fur research and developnl ••. t h,ve 
inereesed fr .. m about S I O,,} billion in 196! to 
aboul S 17.3 bii:ion in 1969. About 110 per­
cent of the expenditures .n: .dminiJlered 
under C.lfItraCts. • , 

• • • We h:vi.;w~"'one C'f t!le mbre cont"'.er-

• • 

sial ele"",nts in I"e i 962 ",,,,,rt : the puroose. • 
amount. and use of the f« or management 
aU:)wa~-to. Ite e,tent of aboul S9 million. 
ann.r..lly ,provf~ed i n contra",s with 
Govemmen\-sponsored. nonprofit org~nila~ ... 
bons. Our "'rart on the ",view was issued to 
the C""gress in Februi"Y 1969. 

• 
TIle 'I\U':letn .. in the I 'i6t "'port advo­

cated the r,aymen~ of fccs to 'Ironprofil org= 
iz.ations for the f~Uowing reasons: (a) to 
provide some degree of oper:ltionaJ slability 
and fkltib'!lily 10 organizations otherwise 
bound to the limitations of cosl f!.13ncing of 
specific taskt and (b) to conducl some inde­
p<ncle-..a. self-initiated ==h in order 10 
obtaic. md hold highly compoten: scientists 
and enlineers. 

We conrluded thaI the I'urpose estat-· 
lished (Of the fee in I %~ had not been aCo­
(:::nplish~ satisf.ctorilY and that the fee had 
not been administered in accordance with Ihe 
1962 p1idelines. In some instances the n.o:1-
prof,t orpnizations were accumulatintt the 
rees to pennit divenification into new fields 

, . 
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and "~re not using. thtm to :any appreciabl~ 
extent 10 conduct indepon"ent ",scareh. Also . 
the f~ p:tid to Ihe orpnizations and the 
bases used for dctcrrniniuf:; the a~ounts \'3J'icu 
si~ nit"': ':3 "11,," among Go"°e-mmcnt 3~ndes. 

• We noted .Iso that no aotion had been 
taken with rcsp\.~t to an important recom­
mendation in the 1962 repo" : that ~o"sid.r:I· 
(ion be given to Ihe establishment of Govern­
ment ,oinstitutcs.u The n:commendation 
envis.ioned Ihat such insritut:s would be 
scpar::t-= corporJ,!c 'ntilks. subject ttl the 
supt.·n'.sian of a Cabin~t atlicer o r dgency 
h~ad . and would provide! a mC3ns for conduct­

wi ng in-house re:.earch and development 
prc .... ms. 

• • 
• With ""peC! to fces for sponsored non­
profit orga~izations, many Government agen· 

iI cies ~greed Ihat,lhere was • need for 
Govemment·wide guidelines. With respect to 
the establishment of Gm·crnment institutes. 
the aj:t:nci<s felt. in !;elle"". that the subject 
""":, rT3ntc~ :onsideration . 

\\'e ~"presscd Ihe belief that. in view of 
t1:e cnanges in the 7 y<ars after the policies on 
contr:lcting for resea;eh and develoFmenl 
were established. the subject of the propor 
rok 0 f Gov<mment-sponsored nonprofil 
orpnizations was of sufficient irnl'ortance to 
W8rr:lnt A Presidcntiakiin:-("ted interagency or 
commission study. As an alternative we 
recommended : 

- That the Bureau of the Budget prescnbf' 
Government·wide guidance to aqencie\ 
in estabh5hing ana contract ing w ith 
s;x'"'1so!'t.'d nonprofIt Of'9Mliiatlons. 

- n .. 1 the Bureau 01 the Budget and tho 
Civ il $entice CommiSSIOn conduct a 
foUow.on study to consdel' what types 

of o,.,anilations coukt bet assist the 
GC;Nefnmet'lt in 1",ttllllng Its research ~ 
d~ek>pmeht missions. includirrJ CC'JIn' 

,. 
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sideration as to the dcs.rabll ity and feas. 
ibillty of establish ing Government 
inst itutEs 

(8-146810. February 10. 191>9i 

131 . FUNDING OF RESEARCH 
AND DEVELOPMENT EFFORTS-During a 
n.!'vicw in a \.::ontractor's pl.Jnt. WI.! noted th;.)t :J 

substantial :lmount of n.·Sc!~lrch and dcvelo~· 
mcnt rffort was be-in!! finam:c:d 'Nith procure­
ment funds r.Jther than n:~arch and develop­
ment funds. We therdon: extended our 
re'tit:w to the contracting agency. the Air 
Force Spact: and Mis..",ilc S~".:h:m~ Organization 
ISA~IS01 . Our <cpon was i,,"ued to rhe Con­
l""SS in ~lay 1969. 

We found Ihat. during the period 1964 
10 1967. SA~ISO had awarded ' " ~~!=".cntJI 
agres:mc:nts totaling S12.5 mi::'on to three 
MI~UTE~tAN missih: motor contr::h:tO(5 lor 3 

product impro't'l.:ment pm~r.1m. Thest: agret.." 
m:nts were financed with mi~,il ." procurement 
funds. Most of the work p<rfl fined. however. 
involvC'd . in our opinion . research and develop­
ment \!ffl,)n rather than prudu~( improvement 
and should ha't'e be':n tinanc~c1 with r.:scarch 
and developmenl funds. 

SA.\lSO officials cited an Air Force pro­
curemt:nt instructicn as thdr 3uthority for 
the financing. We found . howe"r. that Ih. 
di..closure and appro"a! procedures of the 
instructilln had not be~n foUuw~d. As a rc:­
suit. no higher level of authoril) had had the 
opponunity to consid::r th~ matter. 

We prop"",d lhot la) full di'closur. b,' 
,"ade in program budl!et !Ioubmissions to allow 
for re::dy detection and cnlical evaluation of 
significant pro't'jsions for pr..x!uct improVt ...... 
ments by officers having bedget appro"a! 
mponsibility and Ibl ",scuch and develop­
ment eO'ort be procured .... ith research. devel­
opment. tcst. and e"a!uation funds rather 
than funds appropria"d for the precurement 
of ~pprovcd equipment. we suggested also 
that the Air Force cbrify the provisions of its 

'.-
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i"st:'Uetions :l'ld that the Secretary of Defense 
examine into the mattel"! discusstd in our 
T-: port to dett!rmine if similar situations 
existed in other Air force programs or in 
olher organi!ations witltin the Department of 
Defense . 

Tho Der0rt'.1ent of Defense advised us 
that it had n:"ised its instruction and that the 
Air Force was r,,:vising and updating its in­
struction . The Dcp"rtment advised us also 
that the Army and Navy had stated that they 
had no knowkdge of ar' ~"nding deviations 
of the tyl'<' discussc:d in our report and that a 
revicw by the Air For, .. Logistics Commaod 
had not disclosed simila r instances. 

We bc1it!vC' :hat the actions taker or 
being taken should pn:cbde recurrence of 
",,'ircumstancrs such as those discussed in our 
report. (8-146876. May 7 . 1969) 

132. CONTROL OVER AMMUNI· 
TION DEVELOPMENT-The Army Materiel 
Command is n:sponsiblc for developing (..(\n­
ventional ammunition r~quircd by the Army. 
Air ['orc<. and Marine Corps. We made a re­
... iew of the mar.agement controls over these 
operJtjo;ts. Our report on the review was 
issued to the Congn."SS in September 1968. 

The Army had established procedures 
reasonably adequate for enabling management 
to id.:ntify and to correct deficiencies in 
arr:nunit;,)n prior to completion of d",elop' 
ment . The procedures included nve distinc .. 
i.,·pro. .. :t:ss reviews. or periodic evaluations. at 
speciticd po;:.ts in the development process. 

In our opinion. He~dquart<rs. Army 
~atcrid Command. was not adequ~tely moni­
toring the devdopment progr>ms or requiring 
projecl man~gers to perform the ne=ry 
reviews. Insufficient managnnent control had 
been. in large part. responsible for the devel­
opment and production of unacceptable 
ammunition in the past. 

In our review of II items of conven-
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tional ammunition that were in the d ..... lop­
mental stage. we found that the ful!owing ,t ... " 
items had been al'ProveJ for production al­
though none of the required in-Process re­
views and evaluations :,ad been performed 
during the course oftht;ir development, 

-73,000 rounds of l10witzer cartrijgfs at 
a cost of $21 million. 

-11f'.(X)() rounds of recoilless rifle car· 
tfK:tges at a cost of $31 l:1i1Iion. 

For the remaining nine items we re­
view.d. we 'ound that. on the basis of their 
respective stages of development. a total of 30 
reviews and evaluations shouJ.! have been 
made: how.ver. only six had beell made, 

Although reviews had b.en made l>y the 
Army Audit Ag.ncy of certain operations in 
ammunition. they had not covered the man­
agement of in-process reviews. 

In bringing our findings to the attention 
of the Departm.nt of Defense '''e propos':d 
that: 

-The Army clarify existing rcpt.'rting in­
structions to ensure that proposed and 
completed act ions in development pro­
grams are recorded and reportoo 
through commai'd chann.l~ 

-The Army maintain closer supervision 
over research and development activities 
to ensure that in-proc:e"$3 revie'W$ actu­

ally are made. 

-The Army Audit Ar:;llCV include in· 
;>rocess rev;ews in ' !S audit progran~ 

The Army. in its reply on behalf of the 
Department of Defense. stat.d its .greement 
with these proposals and cited corrective 
measures that had been taken. (8-157535. 
Sept.mber 27. 1968) 

133_ ARS.ENAL MANAGEMENT OF 
AMMUNITION RESEARCH AND DEVEL· 
OPMENT -The Picatinny Arsenal, operated 
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by Department of the Army. i. the principal 
agency in the Department of Defense for the 
research and dev.lopment of conventional 
ammunition for the Armed Forces_ As stated 
in our report issued to the Congress in 
November 1968. we found th,t the Arsenal 
neded to improve its managem.nt of re­
search and Jevelopm.nt to prevent the possi­
ble premature mass production of .mmuni­
tion. 

There was a need for improvement in the 
accuracy altd completeness o( ,information . ' 
,reli.d upon to deter .. ';n. when an item of 
ammunition was ready for mass production. 
in the investigation an~ C<.Jarection of deficic:n­
~es disclosed by dev.lopment tes .. a~d in 
the scheduling and perion.ling of production 
engineering reviews. There was also a need for 
improvement in testing ammunition perfo~ 
ance under various climatic conditions prior 
to production. in the pcrionnaRce of reviews 
.t criticalwints in the research and develop­
ment process, ,nd in the scope of internal 
audit reviews of management. 

We found thaI (a) the Arsenal and otiter 
Army organizations involved in the research 
and dev.lopment process w.re not complying 
with the existin;: policies and procedures and 
(b) there was a need to strengthen management 
controls to ensure compliance with th.se 
policies and procedures. 

The Assistant Secretary of the Arrr,y 
f Research and Development) stated that cor­
r,-, rive actions had been taken or planned on 
these findings. (8-157535 . November 27. 
1968) 

134. INDIRECT COST OF FEDER­
All Y SPONSORED RESEARCH-In .c­
.:ordance with a request by the Chairman. 
House Committee on Appropriations. and a 
similar =tuirement in the House Conf.renc. 
Report on the Department of Def.,nse Appro­
priation Act for 1969. we made a study of 
it..:;.~::! :cst of federally sponsored research. 
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perfonned primarily by educational in~tit ... 
tions. The purpose was to assist the kgislati.e 
·301 appropria':ion \,:ommiltces in achieving 3 

n.~CtHstic "nd ur.ifqrm formula for ascertaining 
ieiin"ct CO-»'5 on research gra"t~. .. 

• 
• In lisc.1 year 1968. about S 1.4 biUion in 

Ft.Jeral funds wen: obligated to colleges and 
univel5itics for basic and applied .. "arch. 
The principal sources of t.'1e funds we" the 
.epor\ment of Health. Educ .tior. and 
Wdf3re. S655 million: the Depart";ent of 
Defeni'" S226 million : the National Science > 
Fotndati,,'" S::! I 1 milli"~: the Atomic Energ)' 

"Commission. SW million: and the N.tional 
Aeron • .ttics and Space Administr:mon. S89 
million. 

, 
, 

In June 1969. we reported try the c:"'_. 
(!TeSS ":n the results of th. study .~ The report 

• 

conuined the followina conclusions: • .. 
- A untorm ~rmlJta •• the ~ of a 

un,fcym oercP.ntage rale to be applIed ' 
to dIrect cost or some element -: ... ereof . 
w,l; not result In a feal ...tic or C(,,Jitabl, 
!!Iet~im~tion of Indirect cost based 0 

'sound accounting pr inciples.' 
• 

- It is not feasible to detenTIine inchrec t 

cost by a.. fixed ~thod or procedure 
aoplied uniformly ~ndf'f all cond i ttOl"IS. 

~~e Os not ~. standardizatfCYI 
~no"9"'esearch ins~t ,ons ard protects 
to peormif uso,of a uniform formula or a 
fixed method of determining 1:1Idifect 

.. cos:. 

- "' iform princ iples it'd guidelines can t • 
..I1«t . however. for determinino Indirect 
co~ . provided that th~ have iUHlcient 
tlelC Ibllity to be aop;icable to dltfenrtg 

circumstances in ." tq\.Oitabie manner. 
: Id'l princ iples and !)Jidelines are gro. 

vJded in 8ureaJ of !he 8u-iget rBOS) 
C;rcul., No. A·21 . R...,,,Klns to A·21 
hl'¥e been made from time to t ime with 
:he ass.sti'nCt! of r .. Gotemrnef'lt ~ 

cies admininenng raurch programs 
Md after d iSCU$S.lOt'lS ~ith re-prnent· 
ati¥es of the ~IONII insti.tutions... A 

., 

,. 

, 

• • 

1~ 
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need ex i sts. hOYl'eV'Ct". for furtt.er 
change! in the prOVIsions and Cldminis­
trati('ln of A·21. 

- To \he elCrent that cost sharing-a 
shar ing In the cost by the researd'l insti . 
tution-is t:) be reQu ired . relating cost 
sharHlq to the to tal cost of the te5eil'ch 
is ITIOrt! aepropriate than Imposing a 
limit on the rate of inehrett cem . Sl'Ch a 
limi t does not adequately provide f..)f 

var."tlons in the !eYels of indlrect::csts. 

-I t a~ h.ghly desirable that ~ 
flc.IOility in rt'qu ir ing COst sharing be 
orovid~ because of I~ diverse circums­
tances ard conslderartiC"m lI'lVOtved Cost 
sh .. l1"'9 coukt be handled bv negotiation 
between the resoons1ble GOYemment 
agency ¥\d the awardee Within such re­
stncttOns as t~a C~ng'ess may Impose. 

- ParticIpants would have to consider 
those poItey or program aspo..rs as may 
be pert inent to the rese,ych irl't"('llYeJC4. 
such as.la) the degree of intt:."eSt ." the 
research. (b) the nature of COStS to be 
"lCuncd. fe) the effect of the Y.~ on 

tht! academic programs and the tu-.ancLaI 
condition at the institu t ion. ~ Id) the 
dtslrability of using it paftleul¥ Institu· 
l ton for a $peCI'tC project. 

lb. "'port contained the recommenda­
tion that BOa and the .dministr~tive .gentics 
concerned consider providing more specific 
guidance in A·2 1 in L~ajn art-as and more 
urWonnity in implementing its provisions . 

II :>Iso contained the obsc:vations that : 

- Even With the man soecific ~idance 
prac.1iC3bIe. vanations we to be expected 
in ~ levels ¥'d rates of Indl~ cost. 

These vifi.itlOnS occur bec.eu:se 0' the 

d Ifferent k. inas 0' n!'S!afch. t'h4I' methods 
of oo«atlon. the nature ot be,htteS. 

and the organlz~tfor. 0' rt"JeiJf'd1 activi­
!tes. 

-If cost 1hIring IS toc.,,.,tinue.areQu"­
""- .,t lot "MIlS. • ....., will .. is<. an a 

~ .. 



. . -

Governm~nt · wide basIs, tor 

wett..defir.ed. un.fcrr ~ 5~anda~s g0vern­

ing the l'se of COn1racts or grants for 

,~ch. Sud'I guida"ce will be neces· 
Slry for .;onsist'ent appl icatlo."'l at cost 

shari~ GAO considers such C1 iter i.l 
ard C].Jidanc~ to be both feasible and 
desirable. 

BOB infonned lIS tha'. in connection 
...nth the next r(\ision of A·!: ~ i! would strive 
toW3ro (1," :>bjective of providing mon: spe­
cirae guid.lnce in the areas identified as need· 
ing improvement. BOB also stated !hat an in· 
ter.JgenCY study had been initiated to give 
eonsiC:er.ltion to reducing inconsistencies 
among :!gencies in terms and conditions of 
contt:lcts and grants. 

As part of this study. BOB is also e~· 
ploring the possibility of establishing guide· 
lines as to when a grant Jr a contf3ct should 
be used. as wen as whether a new type of 
instrument. such 3S 3 research agreement. 
should be develo""" to n:plac~ some of the 
cumnt grants and contr.lcts. 

For the C<'nsider.ltion of the Congress. 
the repen eonuined the observation that 
th= were divergent views on the question as 
to whether the institutions engaged in re­
search should or should not share in the cost. 
Th<'se differing views cause rocurring 
problems. If a consist""t policy is to be 
foUo .. -cd by the various agencies concerned. 
there win be a need for guidance from the 
Congress or the executive bra."!ch. 

We sugcsted that the Congress might 
wish. 10 consider accompbhing t!>.1S j!Uidance 
through one of Ih,. inlerested cong.. .... ssi"nal 
committ~ The committee so charged could 
obtain the "iews. recommendatior.s. and sup­
porting UiUJDC'nlation from the major execu­
ti". agencies concerned a .d from 
re~ntatives of institutions engaged in reo 
search work. It could r:commend legislation 
LO establish a unifonn Government·wide 
policy as to whether the recipients of research 
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grants would be required to share ir. t~e cost 
of research and. if so. the circu:nstances in 
which cost sharing shah ~e required. the 
degree of sharing. amI the flexibility 10 be 
allowed in its in!plementation. 

This approach seems to proVlde 'an ef· 
rectiv: means of presenting pertinent informa­
tion and views of n:prcscntatives of the 
Congress. A unifonn policy could be fonnu· 
lated a;>d proposed and a final decision could 
he rr .. de by the Congress for resolution of this 
recurrinr. p",bkm. 

We also expressed the ,,",uef thaI. if 
mandatory cost sharing is to be req"rred. as 
a!'1 altemath:e, the necessary control over 
cost-sharing \>Ducies of the individual a~encies 
could be obtained through the nonnal con· 
gressional legislatiVe and appropriation 
hearings. On the basis of such congressional 
review. the agencies could be f'quired to 
make any necessary revisions in their polides. 
(B·llnI9. lune 12. 1969) 

135. USEFULNESS OF G ·,)V~:lN · 

MEN ;·SPONSOR~O RESEARCH-We 
pointed out in an Au-;-.. st 1968 report to the 
Congress that. in our rt!view of res.' cr..:h proj­
ects in medicinal c!\emistry sponsor.·~ by the 
National Institutes of Health (NIH). Depart· 
ment of Health. Education. and Welfare 
(HEW). we had found that m,ny research 
investigator.; being supported with NIH ~ ... nlS 
were unable to obtain the sc~ening and h.~t­
ing services considered necessary to dettrmine 
the usefulness of compounds prepared during 
their research towa<d the develop",enl of new 
drugs for the prevention and treatment of 
human diseases and disabilities. 

Investigators statt'J tnot. aft-:r 196~ • .. " .. hen 
HEW revised its patent proce,lures. they 
were no longer able 10 obtain the cooper.ltion 
of thr pharmaceutical industry and that no 
adequate substitute servioes were av:lil_ble. 
We noted that. becau-.e of the difficulties they 
were ."counlcring. some investigator.; Were 

. ". ;:"1 !;.,<>:, r~·~#71~,;~~>··~'"~.t ... ·~~1'~ .. · 
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reclit«tinl!' the;' ==h efforts aw:JY from 
drug development. We noted also certain 
difficulties in the administration of HEW regu­
lations concerning invention rights that 
needed resolution to f3ciJitJte the discovery 
of potential new drugs. 

In r"pon"" to o~r proposal that HEW 
effect more timely detl!rminatio"s of inv(!rl­
tion rig.ht~ 3ild clarify the circum~t3ncC'S 

L.nder which such dl!termin3tions may be 
fTl3de. ~ were informc::d that certain meas-­
ures had been or would be Ilk.n to encourage 
screening and t<sting of new compounds. We' 
recommended th.t the Secret.ry of HE .... 
develop and put into eff<ot such policies and 
procedures. in addition to these measures. as 
are necessary to pro\'ide adequate ..:reeoing 
and testing of compounds to f.cilitate the 
development of potential dru[<S. 

In October 19t>8 the Assistant Secre­
tary. Comptroller. informed us that HEW was 
utilizing a new basic institution:1l pa £~nt 
agreement ",; th ail qU3Jificd grantee instiru· 
tions ;lnd that wider us-: of this paten: .JglC"c· 

ment would .1Ie,i.t< p;ut of tlac difri.:ullies 
grantee investigators had encountered in 
obtaining scr~cning sCf\'ices. He further 
informed u. that the Department would con­
tinu~ to m.JKe such cha.nges in its pltent 
polici .. as 3fe necessary to foster the fu!lcst 
utilization of .:ompounds rreparcd during 
r=arch sponsored by l"IH (B-16~031(~) . 

August I~ . 1968) 

136. DETERMt'JATION OF _llOW­
ABLE COSTS ANO RECOVERY OF OVER­
PAYMENTS- Our ""'iew of !!fants aw.rded 
by the ~"tional Institutes of Health (NIH). 
Department of He.llh. EduCltion .• nd Welfare 
(HEW). to six selected gr.I.'tee institutions for 
the esublishment .nd oper.ltion of general 
clinical r=arch centers showed that r",. 
grantees had re:eived grant funds in excess of 
aJlo .. -able costs. We identified overp.ymenls 
estinuted to totol .bout S678.000_ out of 
'ota! reimbursements of S2.3 million to the 
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six grantees, for costs of hospitolization "f 
center patients and for indirect costs of center 
operations.. 

The overpayments for hospitalization 
co;ts occurred bec.use NIIi (a) in the initial 
ytars of the progr.m h.d reimbursed the insti­
tutions on the basis of. cost fonnula whkh __ 
resulted in .!lowing costs on excess of those 
based on .ctual p.tient-days. (b) hod not ad .. 
qu.tcly reviewed the potient Der diem rates 
proposed by the institutions, .nd Ie) had not 
exami.Jed into the propriet:' of the institu­
tions' reimbu~~ment cI,, ·,ms. The o\'er! 
payments for indirect ,'o<ts occurred becawe 
NIH (a) .ccepted cI.ims for indirect costs 
bosed on certain direct costs for which mated. 
indirect costs were a lso being cI.i"'ed through 
hospitalization reimbu=ment and (b) 
allowed the legal maximum rate rather than 
applying lower overh:od rates that had already 
been negotiated or negotiating appropriate 
rates with the institutiOn>. 

We found th.t NIH had taken ceruin 
actions toward recovering oveflXlyments and 
precluding future overpayments, In p.rticular, 
NIH had discontinued use of the cost reim­
bursement formul. for hospitalization costs 
and had recognized the need for reviewing 
hospitalization charges by 59 general clinical 
research centers and making adjustments in 
those cases where overpayments had been 
m.de because of the usc: of the form':la. 

Since extended dcl3Y~ h.3d cx:cuned in 
the determination and settkment of the c.ses. 
!lowever. we recorr.mended t~..1t the Secretary 
of HEW direct that (a) the HEW Audit 
Agency m.ke audits of grantees' records 
wherever they hod not been made and (b) 
NIH, on rhe basis of such .udits, make timely 
settlements of .11 gr.Ints which involved over­
p3Yfnf"'nt5 resulting from excessive aUowances 
for hospitaliz.tion .nd indirect costs. 

In March 1969. the Assist.nt Secretary, 
ComptroDer. of HEW informed us th.t NIH 
(a) !wi requested priority audits on 16 gen-
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eral clinical re> ~3fch center gJ"3r:Is. (b) had 
coUected S9: .000 of excessr'e .Uowanc~s for 
bospit51iz:"lion costs classified as accounts 
receivabi. at th: time 01 our re;>art. and (c) 
was re*wbg indirect cos~ inform.tio" (0 
detennine the appropri.ten= of indir~~ cost 
charges to. center grants and WQt!!d proc ~ed 

with setteJTIents where ove,;,ayrtents were 
found. (8-164031(2). ~.e,"ber 20. 19u8) 

, 
• 137. ANALYSIS OF ESTIMATEO 

AND ACTUAL COSTS OF CERTAIN 

accelerator-in .ddi~lon to th~ S250 million 
estimated cost "f lh! basic project. 

- . M~JOR IIE!E~RCH FACILI~IES-In a re- Energy with periodic informatior. 5how;ng Ihe 
port _,0 the Congress datet: February ~O. total costs i,;oum:d for the <JpiU f.cili'ies 

We su~sted that ALe esl3blish • pro.::e­
dure rcqu;,;:.g thot f"ture requests for author­
ization of acce!~rator pr~ject~ and other 
resc~rch dc!wiccs-s...!ch :is re.lctors-· include. as 
ir!orrnatior.. estifT13.ted (ost C:ar;'t c'lnceming 
all capital ,:osts expe\:ted to be ir.currcd 
dtJring the c.>nsuuction of tho project one; fn 
a specific til.le after completion of conslrut"­
tiOJl · ~rh3ps 5 ye:.:i. We suggestc;.l also that 
"'EC fur""h the Jo'nt Committee on Atomic 

1969. we pointe<! out th.t. through fisc"; lO"ar aad equipment constituting :he ,.1Ii« ex;><ri-
196.~. the co,ts of the capit.1 f.cilities .nd menlOl complex. AEC .:;.reed to acc~pt our 
.quipment ,.comprising the Atomic Enargy suggestions. (8-1 59687. February 20. 1969) 
Commission·s (AEC's) zero grndicnt syncttr<>- • 
tron IlGS) .ceelerator and experimental fom- • t 
plex at the Argonne N.tiqna! Lal>oratory 
totaled abo" S I 08.5 million. Of this am,,,,nt. 
about S51.4 mill,," ~rese"te" the "C05t of 
constructing its basic f.cilities .nd about • 
S57.1 million re~res~nted the cost of ~ddi­
tions. modifications. improvements. and" 
equip.,.,nt ac4u~i.o~,. • , 

We stated that, in our opinion. the srgnif­
icant differenc~ betw~en the amount ,"thor­
ized for the basic ZOS facili lies-.bout S42 
million-and (be C05ts of .bou t S I 08.5 
million fo~ the fac~ities and ~uipment that 
constituted the ZG!P comp'ex inustrated a 

> 
funda~nta! problem WIth l:J.rgc: a-:.:clel'ator 
projects. ruJlllcly. th.:J.t requests for alJthOriZ3-

tion of a basic accelerator do not provide the, ~ 
Congress wit'-omplete in~ormation regaJding 
the total estimated costs of 3550Ci.ted f~cili­
tic, and equiprr.ent or the rellted future 
funding requirement:;. 

With respect to ,he ~OO billion electron 
volt .ccelerator unda construction at Weston. 
Illinois, we noted Hut AEC expected to incur 
cM.' ... of about S 153 million fOf facilities and 
equipment through JUlie 30. 1977 - the fifth 
year following the d3te estim.ted for obtain­
inl the initial particle beam from the 

'I 
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• t38. BUDGETING. FINANCIAL 
CbNTROL. AND ESTABLISHMENT OF 
IfESEARCH I'RIORITIES-During our review 
ol the biolOj(y and medicine research program 

..,f the Atomic Energy Commission (AEC). 
which W3S performed 31 the request of the 
Joint Committee on Aton,ic Energy (JCAE). 
we nOled lhat the procedures for establishins 
rese3fch priorities. both at the bl:oratories 

.. covered in our review and within ';EC~s Did­
sion of Biology and Medicine (OBM). were 
informal and not generally documented . 

In our report to JCAE in April 1969. Wr 

proposed that 3 more systematic method of 
selecting new research 3fe3S for the program 
be established through the use of separ.te 
budge I submissions by the laboratories. cover­
ing the ~quested funJing (a) for projects 
already under way and ''"') for proposed new 
projects in the order of priority determined 
by the labratories. OB~ agreed to considor 
our proposal and subsequently advised JCAE 
that it in(ended to t.ke steps to :mprove pre>­
ccdures for identifying and selecting new 
research pro~cts. including the identification 
by the laboratories of the order of priority for 
new projects. 

We noted ilIso that OBM ob~.ined <lat. 

'" 
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annually from its contractcr-cperat<XI I.bora­
tories prov:ding delailed ;ustifiC:lI:ons of (act: 
proposed research an.. 3nd prepared estimales 
of the costs 10 be "IIOC<!I(d to e • .:h such area, 
I: was nol DBM's general praclice, howev(r, 
to .. , form Ihe lacoratcries of the amounts 
which it believed should be allocated 10 ea, h 
research ?.rea C'r to require the labor:!tories to 
report a"tlUl costs at the research area le,'. 1. 
DBM re lied on ana ly~ of costs o bllined 
from AEC's montlJy cost-budret reports 
whi..:h compared estimated and actual costs 
by budget cat(gory and sulxattj;ory and on 
continuing informal conucts with labora­
lories to determine whether costs of individ­
ual n.'SC3rch areas were substantially d ifferent 
from those t::Jt were anticipared. 

We su~ested thaI. on addition to the cur­
rent practice of proyjding the laboratories 
with financial plans showing the amounts all~ 
cated al the budget cal.ogory and subcategory 
level, DB~ scpar.Jlel)' advise the labo"'lo;;~'S 
of estirTl3led amcunts allocal<d 10 each 
rt>arch area. We sU~led also thaI . in o,der 
to capiulize on inforrr .. Hior. readi ly availa"l. 
lhal should furlher strehb1hen DB~I·sadmini .. 
It'Jlion of its research program, DBM a=nse 
for periodic reporting by Ihe laronlories of 
a.:lual costs al the rC:SC3lch ar"" level. DBM 
advised us lhat il h.:!d .dopl:d a procedure for 
prov;ding Ihe laboralories "';Ih data on esti­
l': .ted amounts allocated 10 each rtSC3Ich 
.. ~a ' nd lhat it planned 10 (:i"e further con­
sidcl.1tion to reque5ting periodic reports of 
actual costs al Ihal level. 

We found also tlul Ihe «ope '.Jf work 
ir.duded und~ r~~ :Uy·:tc :..ientified in 
lal,'rator), bI.:dge! dc-:umcnts submitted to 
Al::~ HeadqulClers varied considerably among 
the: v:uious laboratories COWC'T'ed in our review. 
Substanti.J1 differences .. 'en: nOILd in the 
number of projects c",'<red "y individual 
rtSC'3f'Ch 3rC3S. In some c.lSCS. one teSe3J'ch 
area covl'ncd many reblod proj~cts : in others. 
several research :areas cO\'eR'd only one 
pr,>ject. 
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We sug&:sted thaI DBM limit Ihe SC?pe 
of research work included under each research 
area to assisl in placing responsibilily fOf the 
progress of specific research projec ts and to 
facilitale the ;denti.icllion of requested fund­
ing 'or new and cr.islinr: projects. DBM agreed 
1I\.1t some ir.slance< pr ... bably exis!eJ in wruct, 
Ihe scope of research work inclutlerl under 
individu:tl research areas could be reduced , 
DBM sut;''''luent'y advi, ert us thaI il was 
reviewing I~ matter wilh Ihe labo .. torics. 
(8-165117 , April 16, 1969) 

139. EFFORTS TO RESOLVE LAB· 
ORATORY MANAGEMENT PROBLEMS-In 
our review of the policies and procedures for 
managing the biology and mcdlCine ~31ch 
program of Ihe Atomic Energy Commiss;on 
(AEC), we nOled thaI. at !wo of AEC's 
contraclor-<>peulcd labor.Jlories, significant 
managemenl problems had :ontinued unre­
solved over long periods of time. 

In an April 1969, report te, the Joinl 
Committee on Alomic EI:crgy, W" slaled Ihal. 
in our opin:on. when prol:t!<:ms .lrise at AEC 
conlra.:: tor-operated lauN' h,ries that could 
ad"ersely affect noseareh a.:livil ies and prompt 
and S.ltisfa~tory resoluli l' fI IS not made by 
conlr.ctor or laboralory ,.mcials, the prot>­
lerm should bc-come a m;1rter of immediate 
eoncom 10 AEC arod forceful "c tion should be 
taken to the extenl nece> 'ary to resolve the 
problems . 

AEC maint.1ins a policy of generally not 
inlervening in laboratory inlemal manage­
ment probiems. and ils Dj-Jlsion Qf Biology 
and Medicine (DB~I) did not al'l'c" Ihal more 
forceful :letion had been I,cxded 1 1,) resolvc the 
problems at the two l ~bor:ltorh.'"S . We st3ted in 
the report. ho,,'e\'cr. that . in OUI opinion. the 
extended period of tiDle dun~g which Ihe 
m3 n3gt ment problems exist~d warr.:tnted 
furlher aelion o~ Ihe rarl of DB~. 
(8-165117. April 16, 1969\ 

140. EVAl'JATION OF RESEARCH 
PROJECTS-In " report 5ubmiUtd 10 Ihe 
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Joint Committee on Alomic Energy (JCAE) 
in Ap.-i1 1969 on our elUlJ1lination inlO Ihe 
policies .. nd procedures used by Ihe Atomic 
Energy Commission (AEC) and ; :x of its 
conlractor-o~led laboratories in managing 
the biology and meJicine research program. 
we pointed out thaI the various for",al com­
mitt ... which hac! ~n established by AEC 
and its contractors to J:'eriodicaHy r~iew the 
research program did not appe'lt to provide 
laboratory offiei:ils ",ith sufficient in-depth 
program evaluations to assist them signir~ 

cantly in the man:lgeme;'lt of the program. 
These reviews appeared to be di ."eted primar­
ily to the overall performance ,nd dire.:tion 
of the research program. aD(' ,,,"ommenda­
tions. for the most part. were made In broad 
general terms. 

One labor;llory. ho ... "ver. had imple­
mented a review p"""dure invohi ng I he 
periodic rati~g of indi"idual research projects. 
which '''pe.",d 10 be an excellenl mechanism 
for providing managemenl assisunce to labo­
ratory officials-

We s~ggested that AECs Division of 
Biology and Medicine WBM) enccuraoe its 
other laboralories 10 adopt simillr projecl 
rating systems to provide iaboratory m.nage­
ment with a ,yste!1Utic means of periodically 
evaluating tbe q.uatity of individual project 
research efforts. DBM agreed I~.al SOMe sort 
of formal rating system would be u""ful for 
n-view purposes and SL't!.:-:i :h.~t it intended to 
discuss the matler ",ith the laboratories. 
(8-165117. April 16. 1969) 

141. PROGRAM FOR SCREWWORM 
ERADICATION-Our review showed Ih:ll. 
a1lhough we considered the screwworm eradi­
cation program of the Agricultural Research 
~rvice (ARSI_ DeJWtrnent of Agriculnre 
"",uaUy succ;.,ssfuJ. C%I1ain operations of the 
Frogram could be improved and economies 
could be achieYed.. 

!be technique used to endicate screw-
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WO'mS. • parasite desnucti\-e to livestock. 
i'lvoives mass production ,. ... ( iC!"ewworm rues. 
Jtcir sterilization by :>pplication of gamnu 
rays emitted by Cobalt 6/). and their system­
.tic release from aircraft over infesled MUS­

Native fenule r,jes that mate with the sterile 
factory ·I?'~~d males lay infe::Je eggs. i" ... pa­
bk of hatching. 

We found that ARS might not have been 
releasing th~ minimum quantities of flies 
needed 10 achieve L'Ie ubjectives of the pr~ 
pam beClUS< information on all f.ctors r:le­
vant to ~illCh det~rm.ilUtions was not iJvai!abJc 
to decisionmalting personn<:L We expn:ssed 
the opinion th.t the us<: by ARS of all re ..... 
V3nt information would ensure the accomp­
lishment of program object_es with tho leU! 
number of flies and th~ lowest resulur.t prt>­
[<r.lm costS-

We found also that ecunomies could be 
achieved and more satisfactory meat products 
n~ded for the produ~tion ef rues could be 
obtained by ARS if contract provisions gov­
erning the quality of meat were enfo:-ced . ... ~ 
pointe~ out thaI per.onnel at the operating 
plant trimmed fat fr" m Ihe ",eat purchased 
for Ihe program. without ARS's obtairung 
price adjustments. (,'en though contract 
specifications required the remeval of lhe fat 
by the suppliers of the meat in order that it 
wight be placed directly into the production 
process w;thout trimming by ARS per.onn<:L 
~foreovcr. we found that inventory recorlls of 
meat wert' :lot cummt. complt!tC'. or ac­
curate. wh..ich pltdudC'd the effecti,,'( ust' by 
progr.m personnel of in"entory dau. 

We prop""'d that ARS ""Iablish specific 
guidelines and procedures for documentln,.U 
relevant infonnati'3n LZ:Std by management In 

malting decisions tha rqard the quantitXs of 
rues to he released. We proposed also that 
ARS direct program officials to enforce c0n­

tract pr<Msions ",,:I establish and irnpkment 
an :odequal!: system of inventory re<.Onis and 
internal contr.>Js. 

ARS. in rummClltinl on our proposaJs. 

- . 
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inf.,nned us that it ;>\aJ,ned to add ~xpen 
epidemiologists to ;be <erewwom: ~radic:ation 
p:'O.,am surf in o"ser to more ~ff.ctively 

plan fly drops and dO<.um<nt the reasons for 
e'iiJ> . !Iease and toll~elop m~thods f<\f recall 
orr essential information to be. applied in 
future flY'release: decisicIOs. ARS also advised 
us ,riat its meat oontl,."t specifications had 
be<:n !':; ;"Y.d md that its .radication program 
,taff had been instructed to adhere closely to 
s~ifi~ons and to insist on full complianc. 
v.'II'th specifications by meat supplie~ .' Also. 
ARS suted that it had changed its met!lod for > 
con"u~g and reporting inventories to a 
i'ethod that would i'rovi!e the controls sug-
gestec! b)\us. (8-133192 . Much ~(j. 1~69) 

142. NEGOTtATlNG M+NAGE· 
MENT- FEES-Under the t.nns o f its cost • ~ifl'\~u~men! contract for the operatiorl"ot 
Kit! Peak !liational Observaiory. th~ Nation31 
Scien~ Foundation agieed to pay the con­
tractor, a pivat"-'onproijt co~,option . an 
annual management fee which was intentled 
to provide ~r the nonnal opef3ting ex penses • 
of the contrac tor not reimb~=ble unde"he 
\ontract,.artd;cf~nab:e the contractor to accu­
mu late' capital eqUIVa lent to atout 2 yeats' 
corporate exrcnses. In a n,art su~mith:( fo • 
the Congress in De.:ember 1967. we pc"nt.d 
out that the f .... negotjat.d between fISCal 
years I QS!\and 1966 had er_·.bl.d the con trac· 
tor !~ =\I!n~tate a co~te reserve o f more •. 

• 
• 
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than fcW' tim~ the corpor::te expensa 
incurred during fISCal yeu 1966. 

We recommen,'ed that the Foundation. 
in negotiating the management fee for the 
next contract period. giVi: appropriate COD-­

sideration to the n::sctVe accumulated by the 
contractor before det<nnining the : .. el of 
fundin g. The Director agreed with our views 
and . during negotiations of the 2·ve ... con­
trac t <ffF-ti .. October I. 1908. in recognition 
of the contractors accumulated corpo;-ate 
r.serv~ and relat.d corporate assets. nqoti­
ated a reduction in the annual fee from 
S 130.000 to S70.000 a y ..... 

Simi!;,rly. the Fou ndation negotiated 
reduced mana~ment fees under 2·year con. 
tracts. effective in fisc3J y~3r 1969. for the 
oper.ltion of two o ther Foundatior>-suPI'"ned 
nation31 research cente~-the Cerro Tololo 
!nter·Arnerican Observ.tory in Chile. South 
America. and the National Radio Astronomy 
Obsavatory in Gr.en !lank. West Virginia­
~cause o f Ilte accumulation of corpor.lte 
rl~erv~ by the operating contractors. For one 
of the: ~entl!rs~ the: annual fee ~s re-duced 
t ro m 550.000 to 530.000 and for the other 
cent« from S 125.000 to S 100.000 annually. 
Thus. the toW aggregate annu31 f« reduction 
for the Ihrtt cente~ was SI05.000. ,,. 
S210.0f',o for the 2·ycar contr.>et periods. 
(8-133338. De.:embc:r 14.1967) 



IrJTERr.AL MANAGEMENT PRACTIC~ 
AND RELATED CONTROLS 

ACCOUNTING MoD FISCAL MATTERS 

1U. FUNDING PRACTICES F'"lR 

PROC.UREMENT OF SPARE PARTS-In> 
prior review of the ability of the military su~ 
ply sy.tems to respond to increased d.onands. 
we observed that some supply-SUl';>ort prob­
lems were ap:>arcnUy !!Ie resuJt of the prac­
lice of releasing procurement funds on 1 

piecemeal basis. Therefore we undertook a 
limited examination into the effects of such 
funding praetict'5 on the procu .. ment oi .ert'­
r.auticaJ spare parts liy the Air Force. Cur 
Rport on the cx..amir~:i')n was issu-;':: (0 the 
Congress in August 1968. 

" .. ~ found !hat i.~ fj",a1 yean 1966 and 
196, (he Department of D.fense rd :as..-d 
funds '0 Ihe military Jepartments on a piec~~ 
"",a1 b.'Sis. The Air Force, in turn ... 1."'00 
funds to ils procuremenl cenlers on a piece­
meal basis 'nd without advance notice as to 
the amoun!> that would be made available or 
when they would be ",::de available. 

The funds made available 10 Ihe procure­
ment eenlers we'; less than the fUllds neuled 
to cover computed requiremcnU. The incre­
mental funding created additional diffieulti ... 
for the procurer.tent cen!ers in their managea 
ment of Ihe limited funds in that: 

-Spare partS could not ~ put'cha5ed in 
'otrger. more ec:cw4-.al quanti .~ 

-Prices Wf!re in.:reased t:y contractors be­
cause of deiays by the pt'OCl.lt'ement 
o:enters In placang Otders. 

-Adminisr.atrve costs of ~ 
were I~ ~se of addItional 
_wort.. 

-Procurement on a piecemeal basis i,... 
ereasM 'he l<kotl>ood of """ rages of 
spa"e , ¥ts wh~ coukt adversety affect 
the __ rood;""" of !he_craft. 

'" 

The Assi.<tant Secretary of Defense 
(ComplroUcr/ slal«1 that Ihe num.ruus lund 
releases in fISC31 ye3rs 1966 and 1967 ", .. e 
neither dc."suable nor c:conom..icaJ but were 
necessary l! nder the thcn-.:xisting cin;:uln­
stances. Further. we were infonncd that the 
Air Force >:,.mplcd, in flSC3l ~car 1968. 10 
.educe Iii. number of separate fund alloca­
lions to the Air Malcriel Areas. We wec. in­
formed also !hat the other military depart­
ments P\;~ued the same ohj~ctivC' .and that 
the Office of Ihe Secrelary of Defen", .. '" 
Coop~r.1ting in every way pussible. 

We pointed out th at ~imil~r conditions 
could recur and could again necessi tate clos,= 
fund control and i~cremenlal releases of 
funds. We .. commended that. in Ih3t event , 
consideration be given by the Deparlmenl of 
Defense a~d the mililary departments 10 the 
. J UiL;'·.: Y13J c~ts and other a~versC' effects of 
ineren:" tal fund ,"I.""" and that efr, .. 1s be 
made to rerluce the practice to .3. minimum. 
We recommended also thot as much informa­
tion as P<-"Sible be fu rn ished to inven ' lry 
m3:lagcmcnt activities 3S tll amounts of iunds 
th31 would be available and Ihe probable 
release date'S. to faci lJta te the planning of 
their pro..OJrement progra',ts. The Department 
"r Ddense a;;reed. (B-~"430I, Augu>1 27. 
1968) 

144. ADMINISTRATION OF THE 
FOREIGN MILITARY SALES FUND-The 
Department oi Defense adruinisten a revolv­
ing fund '~ __ n as the Foreipl Military Sa.le< 
Fund wnlCh has been utilized lor extending 
credit !o fo~ign r.lilitary sales customers 
unde.- provi<ions of the Fo .. ipl Assistance 
Act of 1961. as amend<C! (FAA). FAA re­
GUiles that an integral set of accounts be 
nlaintained for the loans and sales made under 
the act. 

The ~ilitary Assistance Complroller 

. " . -:".,"f, t ~ ... 
, . 
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recO£11i>.ed the n<ed for an int<graJ accounting 
• sy;tem on 3 I.:\lmmcrcial basis and established 

accounting re,..,'lIs for this purpose as of July 
•. : 965. :1>< date the requirement ~.s effec­
live. ThCSt- ;}..:!,;ounts wcre- de~3tcd "pr~ 

prictary J":l.:uunts ." The propri.:lary ::ccounts 
afc intcnJI.'J to .,ro\'idc the: b:l~:s for 
(,n:paration of I1nandal st~tI..·ments and to 
pro\'i~c an appropria!c: basis for auditing • 

"-in aCl·on1:.t~!,;.: with :--rinciph:s ami pr?!,;c:uun:s 
applicable to ~·ommcTl .. ial I.:orporah: tran ~· • "~ti~s." 

• • l,~ April 1969 ""e reported to the Secre­
~"try ('If Ddi.'ns..' tha~ imiH'Oveml!n ts wl!re 
I'!l"edcd if ;.\,.\,:ountiflg rt'l.:ords and relatc:d 
fir.a.":dJI st.lh."m..:n ts of the fund v.~C!n: to adr:­
qua tdy disdll)4." the fund 's financiaJ c.prJii· 
lion . We found th .. t th~ fund '~ .ccountinr 
reco~s wcn~ not irt propl!'r condition for ' 
;wditlllJ,: in a.:cgntance with • .,nndples and • 

• 

• • 
• 
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." . . , , proccdu~s Jrrhcabl\C to comme ..:ill t'insac. 
rions, bediuSc: th~~ n:cords we~ not mai~ 
ta !nl"Cl Ofl !h<.' alcrual b;J'-: .. or in a cu rrent 
conditJ l'~ .l~ bcr:Ju~ ac~ounlinf! ptl·tict:~ 
beinS fl,)l1~_"'d r~d dini~ u.ir:s ir. atte:mpl4 
iog \'('"rirkaul.)o of the records. W~ nuh:d-Xhat 
financial ~tah.'nh:nts fOI hie fund had n~ 
been prepare.!,on the accrual b3Sls and that. 
conscque"tJy. substanti.1 b.Ia~",'S had b<en 
olltitt~d~ Wt lisa qUl.ll.i,-,:ned the accuracy of 
statcct balar.l..s for loa!'rs receivable and ques-­
tionc:d C'c:rt.l:tl o ther aspects of accounting and 
r~porting.. 

• 
'- vi!!,",,' of recent Il!'gis.!ation initiating an 

l."Stirnatcd I04~C" ... r period of fund liquidation. 
which b~~n june 30, 19S8. and directing 
that "sets of the fund be .\".ibble for dis· 
ch3l"\!e of its liabiliti •• and for transfer. from 
time t<) lim.:. to the &enoral fun'! of the Treas­
ury d"rinl' tho liquid.tion period. we belie,e 
th.t it is of p.tI1~uJ:u impo "tolnce to get lhe 
fund's accounting reco:ds on • sound basis. 

We SL!~trd th.t the Secret:ry of [)C. 

lense dlrttt that the accounting records cf the 
fund be placed on the .ccnW buts as quickly 

l1G 
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as p.ossible and that prompt a::lion be taken 
to :u':JJytt and adjust the accounts to refle",t 
the correct and "roper bal.ncts. 

The OepL!ty Director of Military Assis­
Iln,,, ",sponded that sups were being taken to 
put the fund"s accounting system on the 
accru:1l basis but that full implementation was 
not <\>n<idered feasible prior to the extension 
of th. accrua! basis to clJ Oeputm~nt of Do­
fens.: 3Ccounting systems. He advised us that 
s!,,"<:ial cff('rts were be~lg made to improve 
thl! 3tr.:countiilg n:cords and that. by arrange-­
ment with the Treasury Departme~t. the MiIi· 
tary Assistance Comptro)Jcr wouJd continue 
to m .. '1ruin the accuunts during the liquida· 
tion P<'riod. 18-165731. April I·:;, 1969) 

145. ACCOUNTING SYSTEMS 1M· 
PROVEMENT EFFORTS-In 3 letter to the 
Oi"'"lor. United Stat" lnfo=.tion Agency 
in F<bruary 19~9. w .. st.ted lhat, 0'1 L'le basis 
of obs.: r\·.ti6ns m,de during our work with 
A~n"y "'p",s.:nbli ... in the developmenl of 
an improved fin:lOdal management system. 
we concluded th.t the prtsenl directio" and 
le\"~1 of the cffort being made and those 
plann«1 might nol be .ppropri.:Jte to accom­
plish. on a timely bas;', the sizablr and com· 
plex t.sks of designing. developing. and in­
stalling .n adequate accounting ,ystem. 

W. "'l'ed the esl.bUshment of an .co 
countinl! system deveJopme.lt plan and the 
applk.Jtion of an adt."Quatc number of techni· 
callv qualified roer.;onnei to ~ccompUsh the 
work called for by the pion. An appen"ix to 
our ktter listed slJec;fic accounting system 
prubkm areas which. we !>elieved. required 
.n<nti"n by the Agency. 

We suggested. thaI. if it wct-e found 
impnctica.ble to provide the n~ed capability 
in-house. consideration be given to engaging a 
recoplized r..tional public accounting flrTll 
for portions or .1I the design and installation 
phasco of the "races> and to provide com­
peten! in-house: suff to wor~ with the con-

" 

• • 
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Il'2clor and 10 opera Ie and maintain the sys­
lem after its installation. 

In March 1969 we were inform.d by Ih. 
Direclor thaI a working group of responsible 
officials with~l !he Agency had been eslab­
lished and. on Ihe basis of !hal \T>UP's recor.\­
mendation. At: acy funds .,.J been budg.led 
to engage a qu:ilified national public accounl· 
ing Hml 10 :lid in !he c!esign and Jevelopmenl 
of !he syslem. He slated also lhal competenl 
in-house staff would be .vailable to work wilh 
Ihe public a~counting firm and Ih.llhe sleer· 
ing grou~ waul:! be cOlltinual!y avaiiable to 
guide this effort . Subsequenl 10 Ihe Direclor's 
loti" . we were infonned by Agency omci.ls 
11>.1 a contr3cl bad been award::d on Je ne 16. 
1969. 10 a nationally recognized fonn r"r 
assisl3nce in desipling an improved account· 
ins system. i 8-11536S. Febru.ry 10. 1969) 

146.DEVELOPMEN. OF AC· 
';::-UNTtNG SYSTEM-In Augusl 1969 we 
repor~·d to the Director of the PC3!'c Curp:i 
on Ihe e~'enl of progress being m.de .nd Ihe 
deficiencies ,":"Quiring correction in order to 
achieve 30 adrquate accounting system. We 
urged tit. Pe.ce Corps to strongly support the 
current effort to d~gn and instaU an im­
proved accounting systel:l. We also recom-­
mended that the Corps provide .dequ;,le 
rest":.;rces to m--intain the Unproved 3CCOu.. ~. 

ing syslem after its installation and to reV.ew 
it in operation un,jer an adequate internal 
audil program 10 ensure !hat tho syslem will 
opel'2le effectively as a tool of m.nagemenl. 
(8-165743. Augusl IS . 1969) 

147. ACCOUNTING SY~TEM 

IMPROVEMENTS (ai-As 3 result of our re,,;ew 
of the Agency for International Development 
(AID) accounting system for !he .... vance 
acquisition of ex~ property. we poinled 
oul to AIO officials !he need to incorporal~ 
~rtain revisions before the system design 
could be fully .pproved by Ihe Comptroll<r 
Central. These revisions rela led 10: 

-Recogni.Ling ,~iJjtation costs applo 

• 
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b le to future periods as iov'!nto ry rather 
than .... expense in orde:" to actlleve a 
more appropriate matcning of costS ind 
revenue in a gIVer! accounting penod 

-R~it'9 in th ~ accounn and discfos­
inn in f l:1ar.cial reoorts the cc:;t and 
rt lat-cf Ilab li ity fo r accrued ann ... :~1 
leave. 

- Al locatlr.g. a.! Part of the CClst of the 
advance acouisltton of excess propeny 
program. a portIOn of the applicable 
expenses paid from th~ admin istrative 
tl(pcrlSCS aporopri.lrlOn. 

- Establish ing approp"ate bl:::igetar .. · 
CtCC"')unrs and ,rocedure5 to prc vide for 
adequate fund contro: in each o f the 
oranch oHiCd 

We infonned t.le Adminislra'or .• • ID. :'y 
letter dated Dc<~mber 31. 1968. of cur ap­
proval of the desi[:1l of the rropcsc:l account· 
in~ system. subj~ct to incorpol .. lion of the 
above Tevisions. CUrT~ntJy. through the C()("P-­

":rJth'c efforts of thl! u:>pectiv,,· !'I ta fls. A!D is 
!n ~he process o f making the m:cessary 
dlan~ to incorpor.::J.h: in the 3ccoun:ing 
system the rcvi<\ion.: cited in our lett..:r. 
(B·I 58381. Dccrmb« 31. 19(8 ) 

148. ACCOUNTING SYSTEM ".1 . 
PRO VEM EIHS (b)-We reviewed the .... s:gn 
aspects of Ih. Ag.ncy for International Dovel· 
opme.1t (AID) forei~ eurrency accounling sys· 
:em. which was .ubmitlt'd 10 tl:e Complroller 
General for .ppro\"a1 In Jun~ I q6~ . We 
pointed out 10 AID ofiicials the ne.:d to 
(.) pro\i de consi<l<n<"), in Ihe reoognilion of 
.ccrued . xpenditures on bOlh propriev.ty ami 
budgetary accounts. (b) rru>I:e necessary 
tech..a.ical refjncm~nts and bngua~e cr Jifi':l· 
tion .pplicab.., 10 accounling oontrols .no1 
procedures and account l ilies contained in the 
f:;re~ currency acoounting manual. and 
( c) provide infonn.tion cor.ceming.n foreign 
currency fun"'s to which the syslem is 
applicable. 

By letter dated January 16. 1969. we 
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i' .formed the Administrator, AID, of our ap­
proval of Ihe design of Ihe propo<ed system, 
subject to incorporation of the above revisions. 

In M.y i969, AID ~ .. bmitted a revised 
foreign currency accounting manual which 
gave effect to and in=orporated the changos 
"r;ree1 upon by our respective st.ffs as a bosis 
for f":; approval of the de9gI1 of the account· 
ing ,-yste.". (B--15 X38 I, January 16, 1969 ) 

149. FINANCI:.IG AND ACCOUNT· 
ING POLICIES-In our report to the Conr;ress 
in ~ay 1969. we estimated that the .dd;:ional 
cost to the Govc\."mcnt of obtair'l!:lg f~mds in 
liscal y""r 1968 th:-o"gh the Export-import 
B .. nk of Ihe United States (Bank) issua"e of 
partk,patiun ccnifi:at\.~ nther than direct 
Treasury borrowhg mighl total SII .9 million 
over th(" n~xt 4 )" !~ In .:-ommenting on this 
as!",ct in our prior report on the B.nk. lhe 
Fis.:a1 Assist.nt Secrelary of Ihe Treosury 
pointed oul that the benetits derived through 
Ihe sale of participation certific.les out· 
weighed Ihe difference in inter"t cO .. ls. 

We noted further Ihzt soles of certificotes 
of benefici:ll i,r\tercst. beginning in fIScal y~ar 
1969. were not sufficientl}' i:fferool rrom 
sales of p3rticipation ccrtificOllCi to warrant 3 
diff.re"t accnunting treatment in the budget 
or in the Bank's financial 'tatemenls. We b<~ 
Iieve that. unless the buyer lakes possession of 
Ihe loan instrument execuled by the "riginal 
borrower and is frel! to dispooe ot this instru· 
ment withoul restri.:tion by the 1I.S. Govern­
menl, certificates o f beneficial in[<rest are a 
method of financing. not sales of .sse[s. We 
undersland thaI the executiv~ brar.ch plans 10 
refkcl the soles of <'<'rtificale, of beneficial 
interesl of Ihe Bank as borrowings, beginning 
with fISCal year 1971. 

We nOled also lhat the Bank had not 
found; technique for monitoring the effee­
tiveness of the discounl loan pror;rarn ar:! 
that the Bonk did nol consider several legal 
reslrictions [0 be applicable either to the sup­
porting loans used by commercial banks [0 
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ob~in the discount loan or to the use of t"e 
proce-.ds. 

We discussed. Bure"u of the Budget Iimi-. 
lalion on the Bank's d ire,,! loans for export 
sales of commercial airccat' ;.nd the need for 
ensuring thaI the Balik's financing of sucJfI' 
lransoctions do<>s rot dispbce fin.ncing avail­
:Jble in rOf'l!i~ markets .md thus result in a .. 
less favorJbk immedi.le effecl on :he U.S. 
balance of paymenls. 

Regarding: the discount loan program, t.e 
recommended th.1 [he &nk's rru>~.~ement 
seek methods [0 refine and improv' upo., the 
monitoring of this prop-;lm. 10 enable de[et" 
mination of the program's impact on flnanc- ' 
ing exports. The Bank. however. does not 
believe thaI Ihe imp><t of the discounl loan 
progrzm is compi<lely measurable. 

We rc<-ommended [hot the Bank docu­
ment the nonl\'ailability of comrnerciol bank 
~il as part of Ihe 3fl'roval process for 
direct loan;. includinr. aircraft credit •. The 
B.nk does not believe th.t documentation of 
nona\,ailability of commercial bank ~redit 

would further ('nsure non..:cm~titjon with 
commercial banks. 

We believe that delinitive criteria need 10 
be ,'Stablished in appro\ing creciitlhrough the 
export expansion prolll"lm. under which ssr;o 
milliC'n of the Bonk', loan. gua;"nlee, and 
insunnce 3utitOrity w:!$ s..::t aside to extend 
credi, on Ihe b>S.is of more ~beral crileria for 
determining the likelihood of repayment. The 
Bank believes .hat. as nperience is gained in 
the export expansion I'~.ml, overaU pro­
gram guid:lJlee will be developed. 

We propo<ed that the Congress might 
wish to consider whetner legal restrictions 
".pplicoble 10 other Bank progr.uns should be 
made applicable to the " '","QUnt !~n pro­
gram. (B--II48~3, May ~9. 196(') 

150. IMPROVEMENTS IN EMBASSY 
AND CONS:JLATE ADMINISTRATIVE 
ACTIVITIES Col-In !Jecember 1968, we 
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reported to the Department of State a num­
ber of /oU"eas wbere. w~ believed . improve-

• menU Ulould be made in the Emblssy ;1Rd 
consu~t< administratife operations in TlI:ti­
land . Xmong the findings reported we",: 

":~t1Jre year-end ptqpJrements of 
houSlehotd furnishings and equipment. 

Ne-ect iN' adequate property· receiving , 
ttP"actlCe5. adeQuate warehou~,"g faeili. 

1 i~s . and improved management of 

w~ aM expendab~ suppl ies. 
• # 

• -Need few imorovemena i~ records of 
motor IIpOOI operations and in vehic::k\. 
disposal prucejures. , 

151 . IMPROVEMENTS It. EMSASSV 
AND CONSUL\"!"E AD:AINIS,RA1:VE 
AC"!'IVITIES Chi-In a repoll to the Depart· 
ment of Stote in July 1968. we stated th.t 
internal J.u~ its of ",dministrative acth'it ies had 
not been performed at the Emb.ssy ",al con­
suO tes in the Federal Republic of G:rm.ny 
since 196 1. We sto ted further that • 1"l"ge 
.numb« of the foUowir.g matters. " 'hich 
needed c",""ction. w'.uld probably not have 
arisen if periodic hternal audits had been 

• made-. 
- EMb.u:sv and .x>f"!'SUlate cleaning sef'vK.e 

couk1 h.lv-e been acQuired at less con by 
d l~t hire rather than by contract . 

-Aoartments wer~ k!ased in exC'eS$ of 

needs. 
- Need for imDro~ts In cash control 

procedures. inducing periodic unan- • • • • • nounced counts. more time ly depoSIts 
of ~ipts. greater int~nal controls 

QYetI COI~.tOns, ~ reduq.ion o. oZ 
~ cash balances.. , • 

·-N~ tor jmpr'OVef'Tleollts in timekeeping 

alld p.ay~1I re..,rds and greater control .. 
.. 0...". "venu''''' work , 

• Embassy and consul3~ officials generally 
.gre~ .';tb O.1r su~stions. and corrective 
Ictions bad been taken or w..-., planned. 

• • • 

We wcte informed hy It. Emb. ssy ofr~ 
cial th.t. except f~r >.;. inspection m.Je by 
the Fo",ign Servic·· Inspector in March le;I> 7. 
no insp«dons or audits had been made of the 
Emb.ssy .nd consulate activities in Th.ibnd 
in recent y&s. We recommended that. pro­
gnm of ~riodic internal audi!S would ,:"0-
v;de timely detection of inadequate adminis· 
tr:Itive acti,itXs. The need for internal audit 
covera~ of posts 0>0"'''''' had been rec0g­

nized by the Department. and steps were 
being blttn to expand it. prognm of .udilS, 
to in= the number of personnel assipI~ 
to the prognm. and to include reviews of 
Embassy activities. (Report to the De;lUty 
Under Sc=tary of State for Adminisua:nn. 
~mber 12. 1968) 
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• 
-Costs of apat"t'r'neI1ts ope:zted as tran­

s.ent Quarters were not ~ing tufty ;;. 
«M!n<l . • 

• 
- Motor pooJ~ wen: nor belI"Q econo·TlI · 

cally operz ..J or adCQuat~l v rr.anageo 

-Eouiromfl'\t on hand was in excess of 

n""", 
- Ct\Jt.,es &cvted for personal serv ice 

rl!'ndeored were lnadQQuate to recove" 

com. 

-lnad~uclte controls eXisted over cashIer 
tund~ Ir?\IOK:es. d istributIOn of c:e:rtarn 
e,Ot."nJe'S.. and reoaif and maintenance 
ot o~l~ equtPment and mactunes. 

- Regub11OOS ~ rot beiny folJov"e:f 
in (X)rT'C)utu~ O'Ief'time, rec:of'd lng 
r~JbIt!'!. . report ing assets . document· 
ing SJurce5 of SUppl'f and prICeS. obI!· 
Qattng funds. fMl,( jng year-end our· 
e hues , talong annual inventories. 
~reparing tHT~ and attendance reports, 

ard dIStributing oavchecks. 

With respect to each of our findings. "'e 
made sp«ilic suggestions for corTective .c' 
lions. Dcpmment officials .greed. in general. 

" 
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with our su~estions. and com::ctive actions 
have been I"k.n or are planned. W. plan. as 
part of O •• r «,; ew of Dep.rtmenl or Slate 
activities. to e'l:amine actions tJ.ken on OUf 

«commend'ti:>ns. (B-133017 . July 19. 1968) 

152. ACCOUNTING PROCEOUR ES 
AND CONTROLS APPLICABLE TO AUTO· 
MATED CENTRAL PAYROLL SYSTEM­
Our ".."iew of the Department of Ik.ilh . Edu­
ca lion. and We!fa« (HEW) automaled central 
PJ}'fO!l sysh:m n:\'e:alcd numeruus (rTors in 
~mploy~\!s earnings. k.Jve. Jnd I'lyroll dcduc· 
lions: errors in the issu:lncc of ).:1\ing: ' .. ods: 
delays in forwarding payro:t deduct;.," 
checks: and CJ~h Jnd ch\.'cks I\.'ff in an 
unlo..:kt:d file: drawer. Our rcvi\'w rc:\'cakd ;'Ilso 
Ihat. although H!:W inlernal .uJilors or 
special study groups had previou<ly com­
mented on the inadcqu3c i l"S of the ccntrJI 
payroll system. rffcctivc corr,:cli\c action had 
not bc!..:n taken. 

In :1 rl'~rt issued to thc Conercss in 
Janu3ry 1969. we cxrrcsscd .hl.! opinion that 
Ii E\\"s payroll system need"d ,ubslanlial 
improvl!mcnts to fulfill the rl.'qllir.:menls (or 
an orreeti" payroll syslem. AIl'ong the 
impro ... ~ments that Ytl~ bclit\',--d to ~ nerdcd 
w('re (a) the c:'stablishmc;!nt of C'ff.:~tive con· 
trois 0 \ '" chct.'ks. ca)h. docu~nlS, and mag-­
nclic tapes. (bl the developmenl ,nd use or 
prnl~h .. "fmintd control tota"- pn.'Igrammed 
,,""Ontrl.lls. 3nd ~)'stem documcnt.Jtlon. (c) the 
issuan.-" of revised instruction< for applying 
pertinenl r-ay",:1 I,ws and rc~lIlalions. ,nd (d, 
tht pmvislon of more effective 'uP'=rvision of 
payroll .1ctl\'itics. 

In rc<ponsc to our sup:I,.·~;tions. H EW int­
tiatt'd ~ numb.:r of actions 10 imrrovl! its pay· 
rot! system. including a compll.'lc rl."<it."Sign of 
the '}'S iem . AI<o. HEW look 'teps 10 

stren~lh.n ils sl,rf responSlblc for admin­
:~tcPin~ the p.1yroll sysh:m and to correct 
errors in the ..uta in the sy~h.·m , In our r'-l'0rt. 
we re.:ommended. ,mong olhcr Ih ings. Ih,t 
1M S«:retary of HEW 's'<ign • high priori ty to 
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redesign of the payroll system ,Dd Ihat he 
k..,p these efrorts under close surveillance 
until the redesign is su« .... fully completed. 
III-I b40JI. Ja'luary 17. 191>9) 

153. USE Of OPERATING F:JNDl' 
FOR BUILDING RENOVATION-In r.I,rJ· 
ary 1969. w< reported 10 Ihe Secrtt3l~' of 
He.lth. Education. ,",I Welfare thai ,bout 
S535.OOO of National C,neer Inslilule (NC!) 
funds had been used wilhout statutory 
.authority for the renovation of an existing 
Atomic Energy Commissior. (AEC) produc­
t i on building 10 providc facil .ties for a 
r<SCarch lahoratory at the Oak Kidge National 
laborJtory . Oak Ridge. T~nncss ... The new 
laboratory was finan«d jointly by AEC 
and :-ICI. 

NCI funds had been used for stripping 
:md decontaminating the building and for 
relocating its equipm<n: . In our opinion. Ihe 
com,'ersion of tnis building constituted 3 
public improvement within the meaning or 
thai lerm as used in 41 "!.S.C. I~. which pro­
viJ\.'S that no cont r:,.ct t.~ I:nt~rcd into for any 
pulllic irnprmcment whkh sha:! bind Ihc 
GO\'~rnmcnt to pay a larger sum of money 
than the amounl appropriated ror the specific 
purpoS<!. 

It was our "iew that. s.ince the appropri· 
alion involwd was nol spcdfi.ally made avail­
abk for the repairs and i"'i'rO\·emenls. the 
cxpc;!:nditurcs mlde for such purposes were 
improper. Because mor< than 3 years had 
<iaps.:d since the expcnditures had been 
made. we we« precluded from tal.ing any 
action against the a,,:couJ"I!able officer. We 
sugg1!!'ted. however. lha, -.-opies of our report 
~e furnished 10 cognizanl officiois so that 
they would b. made awar< of this matll< and 
could lake sleps 10 pn:clude fulure improper 
e'pendilures of this nalure. (8-164031. Feb­
ruary 18. 1969) 

154. MAXIMU::NG THE INVEST­

MEN. (. F EXCESS CASH FUNDS-A: the 
rcquc>t of Ihe Chairman. Natural Resources 
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and Power Subcommittee, House Com~ttc:e 
on GovernnlC!nt Oper:Jtions. we recommended 
in Clctob<!r 1968 on (a) whether the unin­
vested cash balance of about S3.612 . .420 of 
moneys hold in trus: for Indians by 'he 
Bureau of Indian Affairs. Department of the 
Interior. on June 30. 1967. \\"a, excessive and 
(b) how wdllhe changes made by the Depart­
"",nt of Ihe Interior in its audiling of Indian 
Service Spcdal Disbursing Agent activitk~ 

were working out in Pr-J,tICt!. In a March 
1966 report 10 the Congress. we slated that 
trust funds substantially in ex<ess of then­
current disburse men t needs I' ad r.ot bo.·en 
invested by the Bureau. which had resuJted in 
signific3nt losses of interest in.:om·" to In.diJn 
people_ We also expr.-ssed the <,pinion in our 
1966 reporl Ihallhe Bureau's Omce of Audil 
should direct special attention 10 it·, audits of 
Indian Service Special Disbursing Agenl "Iivi­
ties. 

In our March J 966 repoll we also 
poir.t:d oul that the Dcparlm~nl had advised 
us Ihal. in accordance with our prop"""!. an 
investml!nt ~logr.Jm wou:d be e~tablishcd 

during 'he centr::Jtization of the B..rrc:1u·s 
accounting system. We also st:ltcd that the 
Departmenl. in ils Scplermt-er 21. 1%7. 
letter 10 Ihe Chcirman. had stated Ihat a cen­
trdlized prolTdm for Ihe inveslmenl of excess 
trust funds was then fully operational. In our 
review. however. we found Ihat. although the 
investment activities had been centralized at 
that time. the Bu«au had not d.veloped an 
ade~uat: p;ogram for maximizing the inn'St­
ment of unn«ded cas!l funds. 

We sbtC'd also that. in our opinioll. to 
maximize the investmt!nt of CXCl.'"SS funds. th~ 
Bureau .hould develop a formal progr.lm for 
investment pla!lning which would provide (a) 
for determining tbe funds "vailable for o.,est­
ment on the basis of monthly estim.tes 
of receipts· revenues anJ maturing invest­
m.nlS- .nd of disbursemenl requirements. and 
(b) for investment liquidity so that funds 
wouJd t-e available to meet unanticip;tled 
fluctuations in disbursement requirNllents. 
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We conduded that. if th. Bureau had esl.b­
lished such a program. about 53 million of the 
$3.6 million of tnt! unin\'\..-stel! funds Je­
posiled with the Treosury at June 30 . 1967. 
could have been invested 10 p"lduce addi­
tional income. 

In commC!nting on our findln~ in August 
196&. the Department ad"ised us that the 
Bureau hod adcpted J new polky ,"'ith respect 
to. in\"l."Sting money held in trust for Indians. 
According to the Deportment. the new po licy 
pro\'idcs for nu intain ing. as nearl)' 3S pos.~ib le . 

a fully invested posit ion as wei : as f"lr re:ain-­
ing the ability to meet unpr,-'dktablc cash 
de=nds by placing a portion of the (o nds :n 
liquid investmen ts. 

In Septemeb<!r 1968. We dis<ussed the 
i;ureau's new policy with the Oerut.y Assis­
tant Commbsioncr for Admin istt:nion. We 
were od"ised that. effectiV<' July I. 1968. the 
Bureau had adopted an inyestml~nt program in 
which monthly ~s~im3 tc:s of net c.1ishurscment 
(CXC'l"SS of dis .. urs~ml!nts over rcccipts ) nl!cds 
arc rn:pJ.f",d and all funds in c~t:e:..~ of thcse 
cstimJtc:s 3rc invw:sted in intcrcst-~arin~ time 
deposits with C"omn:crciJi banks. We were 
further infom1ed thai th. dishursin!! agent 
was alt<mpting to arrange th~ maturity dales 
on all new in\'estml!nt~ so thJt Hmt' depusits 
would m:Jtur~ ncar the t-t('ginnin~ 3nd ~r\djng 
of ea"h month and had negotiated agreements 
with "arious ban~s t:-tat pcrt':'titted the 
redemption of t:me d<po,its prior to their 
maturity dates without pe,.alty or loss of 
interesl earned te 'the dale of rcd<mption. If 
prop..:rly implemc:nted. the in\"!tstmcnt pr~ 
gram adopted hy the Bureau shou!J. in our 
opinion, substantially contribute toward 
maxir":zin, the in"estment of ex\.'C'SS cash 
b313nc..""CS.. 

Re~arding the Choirmon's question os to 
Ihe .ff""tiv~ness of the intemal]ueil! effort .. 
il rebt .. to Ihe aCflvilies of the Indian Service 
Speciol Disbursing Agent. we sialed that the 
Dep;tJ1mcnt's Director of Audit Operations 
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had infonn.d us that audits of tbis aClivi"" 
Ilod .,ot be.n made afler the internal audit 
3c th'ity was consolidated at the fnopartnlent 
k ' I :"ut that on :ll.dit was Ihen in ~,ocess. 
ThIS in:er".l .udH 'Nork has bee". compleled 
and an evaluation is planned . (8-114868. 
o.:.ber 10. 1968) • 

155. LUMp·SUM INSTEAD OF AN · 

NUAl ,AYMENT I N LIEU OF TAXES-Our 
:!Jit of Ihe Virgin Islands Corporaticn. cur­
rently in Iiq"idation, showed thaI a pJ yment • 
of ~t S I million in lieu of lOX"" ... as made 
~ the Corporalion 10 >t he Virgin Islands 
(;""ernl1¥nl in fiscal yeJr 1968 . Applicaolc 

I...tw ;lrovidf!d that an annUlI paymc:~t in lieu 
of taxes be made by Ihe Corpor-Hipr. 10 Ihe 
Virgin- Islands Governmenl. Such paymenls 

• haJ not becn made. ho .... ver. for Ih. peRdil 
covering. in ~encral. from t.>cal yc:trs 1953 to 
1966.. • 

• 

• 
• .. .. - . 

We poInted out in a report ~aled ~ay 
~J. 1%9. tltat. in our opinion. althoubh the" 
Corpor.ti:;~ had aCled wi tt. :n its legal all,1,/.lor· 

• il)" in x""~wl'l:llging the liabilily. Ihe ,\!ttu· 
tory ~uirement for making I~e payment in 
lieu of taxes initially had been establishell'to 
afford the Governmcnt of Ihe V::~in Islands 
yt3r·t~ye'lf finan ... ,ng and was not intended 

• :0 rro.idf financing in Ih: fonn of a lump-
sum· P3¥menl upon lI~cJ3tion. Furth\!r. we 
su~~led th' le the Congr= mi~1 wish 10 
consider .vhether It wa< apprOpriJle for Ih. 
COfP9ration. during liqUidation, to make to 
we Virltin Islands Government the lum~sum 
po, "'." of about S I million in lieu of taxes. 
1~ 11~812 . ~by 13.19<>9) 

156. USE OF IMPREST FUND-We 

n:-port:d . .) the: Commissioner. I",mi~rat ion 

and l'all".ratization Servke (INS). Departmenl 
of J~tice. that our review of sc:let:ted oper.t­
tions of its Frankfurt. Germany, dislrict 
"mce showed thaI the impr .. t fund had been 
used for payment o f compensation 10 tYl'i' ts 
employed on an ~( u:ly ba.<IS. Su,h payments 
",'cre not in ~ccon1 with the established INS 
!'Olicy for use of the imprest fund. 

• 
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In our 0pullon. the utilization of the 
imprest fund to pay comp.nsation to typists 
was not condum'e to adequate review and 
control of staffing by the INS C.ntral Offic • 
in W:lShington. D.C i'unher. thIs m.ans of 
paying additiorul persons <lid 110t disclos. tb. 
11". Slaffing posture and permitted local mal>' 
agement to avoid its responsibility to comply 
wilh Ex.cutiv. orders to reduce overseas 
.mpl,'yment. We believe lbal. if addiliorul 
.mployees could bav. bttn fully justifi.d. 
they , hould bal. been ""'ployed und.r the 
then~xisting Il\S policy and fully di""losed in 
lT13 n:l g'Cce n t f'C'ports. 

In February 1969,,~ woore inf:>nned by 
Ihe CommiSO<ioner. INS. that the Frankfurt 
offic. had be.:n ins tructed to disconlinu. pay­
m.nl for typing sell·ie,... olher than for 
.. mcrgency or spttW need. from the imp""l 
fund. (8-1 ~5051. August 30. 1968) 

157. ADJUSTMENTS AFFECTING 

PRIOR YEARS' "RANSACTIDNS-Our 

eXJmin.tion of the fiscJI year 1968 financial 
slatements of F-derol Pri,on Induslries. Inc . 
(FPI). Deparlment of Justice. showed that 
Jccounts w~re nol nuintJinC'd for recording 
adjustments ~lTectin~ prior years' transac­
tions. This rcsultC"d in O\'c:'Stating or under· 
stating c~""'nt i..al ycar tron.<3ctiC'ns. 

For example. during fi"al year 1969. an 
adjustment of a!>out S~.OOO was made to 
current solles for 3. t~JuC'tion in the price af 
sh~s sold to Ihe Defense Supply Agency 
durin~ fiscal yeu 1968. As a result profils for 
fi .. al year 1969 "ill be understated. 

We recomr.'lc:nd that. to ensure th:lt only 
cu:t'C'nt fisC3! )"C'3r tr.JnS3CtiOns a,re s.hown in 
FPI flnanc:31 st3lernents. .n accounl be 
""ralJlished f.>r re.-ording adjustments affect­
ing prior years' tnnsactions. 

The Assistant Attorney General for 
Adminisrr.otion informed us that nec=ary 
corrective xti(ln would be taken to provide 
foc adjusting prior yan' transactions in t"e 

, 
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retained earnings account m:lintaintd by the 
Washington Office. (B-114826, April 14. 
1969) 

15 •. LIMITATION ON FUNDS 
AVAtLABLE FOR VOCATIONAL TRAIN· 
ING OF PRISONERS-Our examination of 
the fmancUl statements of Federal Prison 
Industries. Inc . . o.,partment of Justice. for 
fISCal year 1968 showed that. durin" fiscal 
year 1968. the corporation's expenses for 
vocationa! tr.Uning of I'risoners. afler dt<luct· 
ing revenues.. 'Wtf'e in exC'ns of the lirnit:uion 
set by the Congress and the apportionmon!S 
made by the Bure.u of the Bud".t on the 
:unDunt of funds ovailable for that purpose. 
The exoess upendirure of funds constiTUted a 
violation of the Ant~o.,ficiency Act. as 
amended. 

We r<C'Ommended that the Anomey 
Gencr.:t.l. in J ... ~cord3nce with the requirements 
of 31 U.S.C 665(i){2). repon to the Presi­
dent. through the Director of the Bumu of 
the Bud".!. and to the Congress aU peninent 
facts and furnish a statement of t he action 
talcen concerning the violation of tne Anti­
o.,ficiency ACL 

On J:~uary 8. 1969. the Attorney Gen­
eral repone:! on this matler to the President. 
through the Director uf the Bureau of the 
Budget •• nd to the Speaker of the House of 
Representati'''' .nd the President of the 
Senate. The Attorney Generol stated th.t the 
overexpenditure had resulted from an 
accounting judgment and was not a "'i1lful 
and kno"'in" act intendetl to circumvent the 
will of the Congress. 

We bd!cYe th.t the legis:auve histones of 
the appropriation acts which established the 
expendiTUre limitations for the vocotion.1 
training prosnm do not clearly show whether 
the t.:.mgn:ss intended such annual limitations 
as being inclusive or exdume of revmues. 
Accordinpy. we sugested to the Congress 
that it !!Ii"', wish 1<.1 consider danfyin& the 
lqisl:tive iT.:" 11t as to whether n'1'C11UCS 
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derived from vocatio,... training octivities 
may serve to reduce the expenses subject to 
the consressional lin>itations placed on the 
vocational training prognm.(B-114826. 
February II, 1969) 

159. STATEMENT OF PRINCIPLES 
AND STANDARDS FOR ACCOUNTING 
SYSTEM- W\! rc:v ie'4'ed the sta~cment of the 
Dcpartmcnt·wide accounting principles and 
standards of the o.,panment of Justice sub­
mitted on April 14. 1969. to the ComptroUer 
General for approval. Both during Ihe devel­
opment of the statement of accounting pri;lci­
pIes and standards and after its formal sub­
mission, represenuo.i..-es of th.e General 
Accounting OfTice worked closely ",jth th. 
accounting officials of the o.,p"rment and 
made numerous ~-uggestions. most of which 
were accepted. For eX:imple. we made sugges­
tions resulting in changes with respect to (al 
measurement of the amounts of accruals. (bl 
recording of disburs.m<:nts. (c) acquisition of 
property. (d) leave liabilities, and (e) review 
of financial repons (and reporting proce­
dur ... ). 

The lkpartmcnt-wide accounting prinet­
pies and standards ",ere approved by the 
Comptroller General in 'lay 1969. 
(B-157 1,,2. May 29. 1969) 

160. STATEMENT OF PRINCIPLES 
AND STANDARDS FOR ACCOUNTING 
SYSTEM- We rcvi,,~d the "Pre«pts. Prine;' 
pies. and Procedures" ~"Oposed for adoption 
by the U.s. Civil Servke Commission as guide­
linn for reviSing and modernizing its adminis­
tr3tive accounting systC'm submitted in 
.November 1967. As 3 r"",lt of c.x>pc-alive 
effons between Commission and General 
Accounting Officc representatives. several 
improvem<:nlS ~re "",de to the proposed 
~'Uidelines to bring them into conformity 
with the principles and standards prescribed 
by the Comptroller General. 

In November 1968 we informed Ihe 
Chairman of the Commissi<-n that, on the 
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basis of our review, the statement of precepts. 
principles. and procedures of the =dministra­
tive accounting system of the Commission 
were deemed to be adequate and in cor>­
formity with the principles and siandards pre­
scribed by the Comptroller General and that 
the statement was approved. (8-115338. 
November 18. 1968) 

1& .. ACCOUNTING SYSTEMS 1M· 
PROVEMENTS-We reviewed and tesled in 
operztion four accounting systems which the 
U.S. Civil Service Commission had submitted 
in June 1967 fer approval of the ComptroUer 
General. These systems related to the Federal 
employees' retirement and disability. health 
benefits. group life insurance. and retired 
employees' health be:1efil> p:ograms. 

As a resu It of cooperalive efforts 
between Commission and General Accounting 
Office represent:;tives. several improvements 
designed to clarify organizational responsibil~ 
ties and te further illustrate procedural steps 
were incorporated in the accounting manual. 
Also. the Commission 19r«d to make further 
refinements to ,ts ?ccounting manual which 
will be reviewed by us when fully imple­
mented. 

In November 1968 we informed the 
Chairman of the Commission that. on the 
tasis of our review and tests. we deemed these 
accounting systems to be adequate and in 
conformi ty with the pri:1ciple •. standards. and 
related requirements prescribed by the Comp­
troller General and that the four accounting 
systems were therefore approved. (8-115338. 
Nover:lber 25. 1968) 

162.0ISBURSEMENTS FROM 
HIGHWAY TRUST FUND-We found that 
the reimbursement policy established by the 
Federal Highway Administration (FHWA). 
Department of Transportation. provided for 
reimbursements to the States for certain 
amounts withheld from progress ptyments to 
the contractors even though these .. :nounts 
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had not been paid by the States. Reim!·ur-..... 
ments to the States for t he costs of highway 
construction are made from revenlles in the 
Highway Trust Fund. Revenues not required 
for immediate reimbursement are invest~d in 
special issues of the Treasury. and interest 
earned from these investments accrues to the * 
Highway Trust Fund. 

In a report to the Congress in September 
11/68. we pointed out thJt. during fiscal years 
1965 and 1966. the Highway Trust Fund 
could have realized additional investment i'\7 
come in excess of SI.2 million on funds held 
by four selected States if reimburse men Is had 
not been made to the States until such time as 
payments had been made by the States to the. , 
con tr3ctors_ • 

We reported that the policy had 'lot re­
sulted in the most economical method of rt~ 
imt-ursing States for cert~in elements of high­
way construction costs and recommended 
that the policy be re"ised to provide that re­
imbursements to the States for amounts with­
held fro m progress payments to the contrJC­
tors not be made until such time as the !lay­
men!s are mode by the States. (B-16~919. 
September 17. 1968) 

163. ACCOUNTING SYSTEMS 
IMPRO'lEMU:TS-In July 1968. we re­
ported to the Commissioner of the District of 
Columbia that the District Government's 
statement of basic accounti~g conctpts. prin~ 
ciples. and standards did not meet the s;and­
.rd. which would permit tne Comptroller 
General to approve it. The cent",1 problem 
with the statement related to how the finan­
cial management ar..:t accounting systems 
development work was to be organized and 
responsibilityest:lblished. 

In a letter to the Comptroller General in 
August 1968. the Commissioner of th~ 

District of Columbia stated that policies 
related to the statement mu<t be discussed 
thorouy.hly before certain decisions Can be 
made ",hid, are. at least in part. related to 
some far-reaching changes in District organiza­
tion and practices. (8-140997. July 17. 1968) 
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For lldditiOtlal itl'ms related to ",ic-
eOlw I'j"t arid Fisc •. \/atrers, t, s~e Sl'C' ti'., G'" "cCO'Jomic Opporumity fT~ 
gru,'t!, U items 6 and 22. • .. • 

AUDITING 

, 
~4. INTERN'\L AUDIT OF CIVIL.· , 

IAN PAVROLL OPERATIONS-In respo",".e 
• lo the COTP!l'olier General's request of &p­
temfler 3. 1963. the armed seIVi",," ;c,i,i.t.d. 
prcgralft to review .nd stren~th.n their pre>­
ccdures for intern.l audit ,/ civilLn P'Y a~J 
allow.nces. As stated in our <'pori issued to 
the Congre",-in June 1969. w< reviewed ~he 
revised audit programs and the work per· 
formed by in ternal audit staffs.t 1":;2 milibry 
install3tions lind found that. 'despite si,;nifi· 
cant progress macJ.e ov~ the past 5 .. years.. 
rrbny improvements still were n~eded in'the 
internal audit of ctvman payroll o'",rations in 

• • 

• 
the Department of Defens •. We prr;>os<d that 1> 
th. Secretary of-D,eftnse. to bring these im-
provc~ents about: . , 

-Revise internal audit programs to in · 
corporate the ~i fic items we had 
tdentified as omitted from toverage in 

the c.".e~t tnte:nal audit "ains. 
-Expand internal !udi) coverage in the 

areas of salary rates and accuracy of 
leave records. 

- Malta in.nat audiu at least btenniallv 
at each military Installation and increase 
the extent ot detailed revle'oN of transac· 
tions when signittcant deficif"nCies arc 
encounrered. 

• 

The Department of Defen .. agreed with 
these proposals and stakd that it prop<llS<d: 

- To instruct the military ~\lices to coo­
sider d...,;;,ping biennial audIt sched· 
ules for the civil~r" payroll functton. 

, 

'I 
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-To ~rc 'fhat audit L'OYef'age wouk:J be 
given to the maner of proper salary 
rate5 and tNt uet?:Jed document exami· 
nation would be made to the extent 
necessary . 

On July 29. 1969. the Assistan! Secre­
tary of Dden"" (C,'mptrolkr) advised us that 
appropri;H~ instructic~~ h:!d been issued and 
thtt his office would provide surveiHance over 
the progre:s in implementing them. 
(8-1 )1073. June 5. 1969) 
• 

165. ORGAN!ZATIONAL PLACE · 
MENT AND PERFORMANCE OF INTER· 
NAL AUDtT FUNCTION-In January 1969 
we reported to the Congress that. on the basis 
of our re\·i~w. ~'e believed that the Age!1cy 
~.)r Intemational Deve!opment (AID) could 
maloe the AID/Washington internll audit 
fu~ction more effective by improving its stat· 
In'f throu~ a bettor recognition of tho im­
portance of in.emal audit as a tool of top 

4nanagement in co. trolling operations. by 
placing il hi~er in the AID organization. and 
by coordinating it with other n:viev." fune· 
tions . 

We round also that (al the scope of 
AID's internal audit coverage had not been 
broad enou"" to provide s)"tematic coverage 
of significont aspects or all AID·fin.nced 
activities and operations in Wasn:.ngton :lind in 
the field . lb. AID "«ded to improve the 
timeliness or its audit reviews and ~ports on 
c<",trnctor performance under AID contracts 
'"nd to require contracting officers to take 
more poslti .. ·C' corrective actjon~ on its audit 
recommendations. ,nd (c) deficiencies in 
AID's intem"l.u.:t plans for 191>7 had lx:en 
only parti3Jiy corrected in its plans for 1968. 

The Assi<l3nt Administrator for Admini· 
~::.tion agrord. ;n ger.eral wi:h our find ings 
and ",~<:c .. ~ons. with the exception of role>­
cating the iz>t~rnaJ audit function to a higher 
level. As on alt~mative. AID expanded the 
duties al1d ~nsibmtie. of its D~puty As-

\ 
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sisbnt Administr.J:tor for Administration to 
include ovaaD compli.:nce review in the 
broadest sense and coordination of the audit. 
n.:\·iew. and inspection functions. We believed 
th:.t the ne~ indcpcndcnce and objec­
tivity would be obtained only if the internal 
auditor wore mJde diroctly responsible to the 
highest pr.cocable lovd. pref.r:lbly the Ad­
ministrator but 3[ It:ast O!n official who r~ports 
diroctly to the Administr:ltor. 

We «commended to the Administrator 
th.t r<consid=tion be [:iven to relocating the 
inlemal audIt function from its present subor­
dinate position to the highest p",cticable 
kYCI. In ~lay 1969. the President advised the 
Congress of the creation of 3 new position of 
Auditor.c.,neral in AID who would report 
directly to the AID Administrator. The posi­
tio~ was filled by the Adrr~:tistrator on June 
16.1969. 18-160759_January I~. 1969) 

166_ ORGANIZATIONAL AND 
OPERATIONAL FEATURES OF INTER­
NAL AUDIT-In a report issued to :he 
Cong.re.- in April 1969 on the results c,( our 
n:view of (he ~n tcm31 audit function at the 
L''';ted SUtes Informati"n Agency (USIA l. we 
,,>ported that the inurnal au.!it had been 
applied mainly to housekeeping-type acti';ties 
and to le,eis of cover:lge and reporting below 
th~ that ,.·ould be of maximum benefi: to 
top management and that there was need to 
improve the Q. llity of inltmaJ audit work by 
identifying and reporting on the cau= of 
deficiencies and documenting more fully the 
:.udit work performed . 

W< conduded that the internal audit 
<"Ould be nude more eifective through «cog­
nition of the unJK"rtance of internal audit 35 a 
tool of top managment in controlling ope"'­
tions and through tl>e impro'·ement of the 
stature and independence of the (unction by 
relocating It to the highest pncticable level. 
preferably " 'here it would report to the 
Director. Deputy Director. or at kast to an 
official wbo rrports directly to the Director. 
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We recommended that USIA raise .. ,,~ 
organiutior.;d standing ot tl,e internal audit 
activities ar>d coordinate them witb the other 
mana cement re\;ew activities; bro3den and 
refine the internal audit prognm.'T1;r.f. ap­
proach . pciorr.:ance. and reportitog re~uire­
ments : adju>!: the use of tbe auditing effort. as 
required. to ensure balanced cover:lge of es­
<ential inurnal audit arez.s; ~nd continue its 
recruitment ~fTorts to foil authorized positions 
and vacancies.. 

In ~by 1969. in reply to our report. the 
Director i.-:dicated th,t. on the basis o( our 
reoornmcnd,tion. <iSlA had initiated the fol­
lowing actions to make intemaj audit a more 
e-ff~ctive nualageme"t tool. 

- The ....dft function. together With the 
insoecll()n function. wouki be relocaf~ 
in a raN organizatIOnal unit headed by 
an Assx'-ne D irector report ing d irectfy 
10 the D.recto< and the Deputy 0 ~ector. 

-A...,,,,...,.,ns would be made directlv 10 
the C'.:rec:or and Deputy Director, 

- I n: i!r"1'''.aI ~It and f ie ld program ~ 
pra"SO..'ll would be conducted j,:)lntlv by 
t~ ~'ising inSPECtors and audio 

tor< 

-AUCh 1On iIIld inspectCl"'S Vll(\UId be 

ch¥ged w ,th broadened '~nsi~ilit l'5 

for ~ program execution and re­
lated ~t act,,,,ues without 
fOt'grtt lng me ftnanc.a' and ac:c:ounting 
.lvd I ( reQu'lerrten t:s. 

-Eltocts would be mad. 10 clarify the 
u,...etrfy.ng causes of def ic.enc: ies fou nd 
ard c address recommendations to the 
~lOn of those cauteS~wcll8S the 
defc-.:ies. 

The Director's reply indicated tbat USIA 
did not "bn to implement our recommend~ 
tions rewtinl to the n:cd for adequate de-
• • .-riptions in waning papers of the audit work 
perfo~ and (or supervisory reviews of 
audit work pcrfonnance. (8-160759. April 8. 
(969) 



1&1. ORGANIZATIONAL PLAce· 
MENT ANO COVERAGE OF INTERNAL 
AUDIT-The Department of Healli>. Edu~ 
lion. and Welfare (HE\\) bad made significant 
improvemc:lts in the orpniLational stru~ 
and opention of its audJl function. The<e 
improvements included (a) vesting responsi­
bility for Ihe entire audil funclion in a sin~e 
organizalion. (b) eslablishing an aggressive 
recruilmenl and sl:lff developmenl and train­
ing program. (c) br03drnins the scope of its 
audits, and (d) adoptin! plans for improvi"g 
audit service to lop managnnenL 

B«ause Ihe head of the nEW Auc.it 
Agency was under the general SU9Crvision of 
Ihe Assistant Secretary. Comptroller. who ..... 
responsible for many of the aCli.-iti"" subj..-c1 
tn intnnaJ audit. we re.:ommended.. in a 
report issued 10 .Ihe Conv:ss in May 1969. 
that. to safeguard the existence of aD ade­
quate Jegree of independma. lhe Secreury 
(a) satisfy himself that the official 10 ..-hom 
the inlernal audito~ repon not onlr pennits 
but also encourages the exercise of lalitude in 
selling the scope of wort 3nd on reporting on 
-esults of inlernal audits, (b) concern himsdf 

wilh the scope ... ffec tivencss. and slafrmg of 
the internal audit function and with the ade­
c,uacy of ancnliol! paid to audil fi .,di"85 and 
recommendations. and (el provide tne inter· 
nal audit.,. with dIrect aC'CUS 10 the Secreury 
when the inle .. nal audi!ar deems this neces­
sary to fulfillment of his responsibilities. 

We had ~mc re:SCn"ations as to whcthcT. 
under th= HEW Audit Agency's exis~.ng 

arrangement oi organiulioo and staffing. ade­
quate independent intnnaJ review c",,,rage 
ccu'J be given tc the external audits of 
gra ltees and contr.M:ton... We recomr.1ended 
that the Se=ury. fror.o time to time. ""risfy 
himself as to the adequxy of the inh-rn.:tl 

. review cov~.ge being afforded by the HEW 
Audit ","",cy to the manner in .. -to;dt its 
extemal audit .. op.,nsil-ilitics were brirt! dis­
clwzr<!. (8-16';759. M~f 9. 1969) 

1 ••• IDENTIFICATION OF BA"';: 
IIIANAGEIlUIT WEAKNESSES UNDE"1· 

" -. 
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LYING ADVERSE CONOITIONS-O" the 
b:iSis of OUf examination of the activ jties of 
U,e Office of the w\'emment Comptroller of 
the Virgin Islands for flSCal years 1966 and 
1967. we expres.sed th'_ belief. in a June 1969 
repon to the Congress. that the effectiveness 
of Ihe ComptroUer's audits of Ihe ', . 'ar 
gcwemment would t,e enhanced if C:".cr 

emphasis were placed on (01) idcntifyiho basic 
management weaknesses which permitted lhe 
occurrence of a""e~ condition. found duro 
ing his audit. and (b) ~cveloping recommen· 
dations di;:cted not onl1 to any action 
required <s to the spe.;fic matt= reported 
but. more importantly. also to the needed 
i:nprovemer in the m3n.~ent system. 

• 
We noted in many Ca!es the reports 

issued by the Com:>trolkr did not disclose the 
basic weaknesses ::0 the insular government's 
managemen t system tve" though such weak· 
"esses appear 10 have existed because (a) 
numerous inSLtnces of adv~e conditions 
were found in th~ activities audited and (bi 
subsequent follow-up audits of Ihe activit,es 
dis.:'lcxed that similar deftciencie1 continued 
to occur. 

I nstead. we found that the reports 
directed attenlion primarily to the need fcor 
action to correct the specific adverse rond'" 
l ions and. as 3 result . the id·.;ntiticat ion of '!"Ie 
basic mana~mcflt we3kn~ and ,the deter· 
mination of the neces.sary actions to COrTeet 
such we3kn~ r~ted with the insular 
1!O"<r;,rnent. On the basis of fol:ow·up audi ts 
made by the Comptroller. which cIt.closed 
that in tll3ny in Sl.:_"~ prior reported def~ 
cie-ndes in t; IC ~emment ope(3tion~ con­
tinued to cxist. it appcan that the responsible 
officials of the insula: p;.'JVc-mment mo:y not 
alW!lYs have identified and corrected tOe t/a.'\ic 
ma-·2Cmenr pr>blems. 

T;,· insular ¥Ovemnent. rath .. ;han the 
Comptroller. is responsibl< for de\'elop:n! and 
i l :~aJljng mtttY.xk. iysterr.s. or procedures. 
On t he basis .,( Ihe knowled~ ):e hilS 
cbtai.~'" from i::' re-iew wo:k. however. the 
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Comptroller should bt: as specific as r.."ssl;'le 
a\ to. the action wmch he thinks shou:d be 
Ilk.n. This approach.. in our opinion. would 
be mo~ tirne-consu!l';ng than merely devolop­
in/and repol!ing on indi~idu31 instan·ces of 
w3Ste or inefficiency. We believe! however. 
th,,-Such a practice wou!d pro,ide for effec· 
tive utilization of the Compt,.,lIe's audit 
staff In that it would ~ · :ovid. greater ?:;sur­
anc. th'" long-range improvements are made 
t"minimize recurrence of deficiencies '.n the 
insular governmenfs operntions. 

• • • 
" Acco:dingly. w. recomm • . I(I<~ that thc 

'cretary. ~ r the Interior direct the Comp­
troller to plJC< gre>ter cmpha¥< on I~<tuiring 
into th~ bJ.Sic causes of ad't'crsc cqr:ditions 
disclosed in his audits of activi ties cf the 
Governm.'l1 of the Virgin Islands and ,t.. • 
fc-rrruJat. rccommendationt for fJreventing 
si.lIilar~currences in th~ future. 

• • In Apn1 196'1. the Ifire"tor ~f Su')ey 
and R .... i.w .• in cor~o::nting for th~ Depart- _ 
ment .. advised us that. as 3 malTer of 3!ldit 
polic)!, tVe .Departm.nt and the ,'o"'l'trdk, 
{oncun~d W~:l the und~rly; 19 pt;nciple upon 
which our prop<X31 was b3s<d ao<l. that t~ 
Comptroller would devote additional effort to • 
identifying w~t"SSeS in the management 
.isl<m of the irul:J;u- government. In this 
rcgar4. thi Director of r : " y and Review 
actv;sed t;'e C~~Ptro~er~ . in April 1969. 
that the Directo,' .office .ould be working 
further with tne Comptrolkr in developint! 
.udit mteria to improve t: _tfectiveness -:.f 
the ComptroUerosaudii activities. including the 
addition'! emphasls ne.~at".1 to identify weak· 
ncsscs in the mana~mC'nr ~)"stcm causing the 
adverse condittOns identified in his reports. 
(8-114808. J .. ne 30.1969) 

169. IMPROVEMENT tN tNTERN'L 
AUDITING-We reported lIut the F.de!"oll 
Aviation Administration (fAA) could sub­
stantially improve the utilization of its inter­
nal audit resources by (a) .dministratively 
centralizing the r..,ld a"d he;;dquarters in ter­
na] audit functicn ""to a sin8le int-mal audit 

• 

• 
• 
• 
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orgar.ization whose c!; .Id report to 
t::~ : ighest practicaL:-- .. Ie agency, (b) 
sepanting the ad' i""J) .Jon from the in-
t.:nal audit .t.ff. (c) er ,~r.og that all signin­
cant areas of FAA's operations are audited on 
a systemallcb.lSis. and (d) providing more fre­
quent audits o~ payroU operations and relate " 
ex penditures. 

The FAA Administrator .greed to (a) 
conso>lic".ate the inte:n:lJ audit stOIC Is into a 
centralized internal audit orpnization. (b) 
separate the advisory services function from 
internal audit <:Iffs. and (c) take action to 
ensure that all signiliant areas of the Admin' 
istration's operations are audited on a sys· 
tematic basis. 

Subsequently. the Secretary of Transpor' 
tatlon decided that the various Department of 
Transportation internal audit functions. in­
cluding those of FAA, would be consolidated 
at the Department "'vel (8-160759, July 2. 
1968) • 

170. AUDIT POLICtES ANO PRAC· 
TlCES-ln our report of June 1969 to the 
Director. :-.Iational Science Founc!ation (NSF). 
we expressed our opinion that. for the most 
part. the internal and external reviews of 
:-;SF's Internal Audit Office were somewhat 
(00 limiteo in scope and that there W35 room 
for certain improvements to ~:trengthen the 
effectiveness of the audit work 3J.d increase 
its usefulness to management . 

We found Uut the audit r~iews were 
gencrally limited to Iinanci:tl-type audits of 
NSF's internal operations 2nd of individual 
gra.nlS and contracts 3t grantee institutions 
and contractor locations. Gencrally, these 
~~ :i were not directed toward 3n cvaJu. 
tion of the manner in which NSFs progr"," 
responsibilities for the suppon of research 
and eduC2tion in the sciences had been :uried 
oul. We stated our b<-lief that comprehensive 
m.:tnagement-type reviews of s.:1:cted major 
suppan pro:-nms were needed for a proper 
ev3luatiD:l of progam management and the 
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accompli.~.ment of desired objectives and tbat 
the inj'.Jation of such reviews s:tould toe given 
high ·,nority in NSFs audit plans. 

The Director agreed tbat the effective­
ness of the [ntemll Audit Office's work and 
it. usefulness to man3gement would be 
increased by br03dening the seo.,., o( audit. 
He informed us tbat NSF pl ~,;.,ed to increase 
the seope of audit reviews to the extent that 
its limited manpower resources would penni t. 

[n aJdition, we proposed certain othel 
improvements in NSF's audit activities. such 
as the establishrr",nt of formal follow-up p~ 
cedures regarding the implementation of 
intt:m31 audit recommendations 3nd cf proce­
dures for formal coordin.tion between the 
[ntemal Audit Office and the ~!anagement 
Analy';, Office to avoid possible duplication 
of work and to provide for m:lximum cooper­
ation. 1m: Foundation informed ;,s of its 
agreement with these proposals and of action 
that bad or would be taken to carry them out. 
(8-160759. June 17, 1969) 

MA .\'AGEME'\"T "'·FORMA TID.\' 
SYSTE.\(S 

171. AIR FORCE MILITARY PER· 
SONNEL DATA SYSTEM-1ne Air Force 
maintains a compu.terized p~'nOnnel data 
sy.tem to provide the information needed for 
management of its military personnel The in· 
formation provided by the system is used as 
the basis (or managereenl decision> affecting 
overaU planning and budgeting and for deci­
sions a(fecting individual officers and enlisted 
men in such personnel actions as as.si,gnments.. 
promotions. separations.. and n:t.in:ments. We 
examined int" ~h= operation of the system for 
tile perle. ' <u ,I\rough October 1967. The 
euminatv.. ,;..; rurccted primarily toward 
evaluation of the data recorded in me system 
and did not include an overall eT<Uu3tion of 
tile operation. Our report on the eumination 
was isJued to the Congress in July 1968. 

-- .. , 
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We fvund that the data in the system 
w;a~ not sufficiently reliable to scrve manage­
ment purposes <ffectively. O"r examination 
o( the recorded person:!el data (or 378 
officers-an average of 85 items o( informa­
tion (or each officer - showed tbat 366 of the 
378 data printouts had one or mo=e errors. 
The errors averaged :,ve for the record of each 
officer. A similar eXJmination of the recorded 
personnel d3ta for 4bO enlisted nlen - an aver­
age o( 5~ items o( inf->nnation for each en­
listed man - showed that 457 o( the 480 data 
printouts had one or more errors. The errors 
averaged three for the record of each enlisted 
man. 

In our opinion the errors stemmed from : 

-Lack of adeQuate rev~ oroccdures to 
en9Jre the accuracv of personnel In­
formation. 

-Absence of standards for evaluating the 
reliability of the data in the SV1t"!m. 

-Ineffect ive gunance and inS't1uctaoo .:) 
personnel at base level by hfgher levels 
of command. 

- I nadequate staff ing and tralntng of per. 
sonnet at base level. 

The Air Force agreed . in general. with oW" 
findings and proposals for corrective action 
and informed us of steps taken to strengthen 
its management of the personnel <!.Ita systelf'_ 
These actions. if properly implemented :and 
monitored. should improve the reliability of 
the data in the system. (8-164471. July 25, 
1968) 

17Z. SUPPLY MANAGEMENT 
DATA SYSTEM FOR TANK AND AUTO· 
MOTIVE VEHICLES AND REPAtR 
PARTS-The Army Tank-Automotive Com­
mand IT ACOMl has the .russion o~ p''':':ding 
tank and automotive vehicles and repair parts 
(or aU tile If'.i;itary services in the United 

'. 
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• ~tes and overseas. As a part of our continuo 
ing program of re\iew of management activi· 
ti~~ at T ACOIII. we examined into supply 

-management. giving particular atfention to 
problems in its computerized tupply manage­

. ~ent data system. • 

For sever.1 years. TALOM had been 
una~e h' achieve the desired levels of supply" 

• suppert . During the period F"bruaT)l 1965 to 
November 1967. fOf example. stock requisr 
$iol$ fiUed On time ranged between 33 and 7l! 
percent compared wi~, the objective of 85 

• I"'rceL't established by the Army ~bteriel 
U>!!!rnand. in November 1967 . ~nly 46 per­
cent of !he reqiJisitions Wl.!~ fil~cd on time. - . ' 

In our report issurd to the (:on~ ~n 
September i 968. we s!t:ed tha\ th~ situation • 
st"",med primarily from the presence 01 inac" 
curate d,ilta i,.the c0"lPute".,ef supply man~ 
agemenl records. Although TAC~I :tnd 
higher ~mrnand officials had r:cognized Itle 

• 

seriousness of this prc'>lem and h~ taken 
actiqn .. t~ i~;)fove the accu~cy of Me dat:l . 
tnase eftorts generally had t.een unsuccessful. 
A 1967 srudy showed. for .. xamp!.? that 
about 594 rrJllion worth of rna teri:ll r:cun\ed 
as due-in had in fact been re:eived and that 

• • bout.S83 million WOrf~ of material h3d been 
,"cejv"" b.t I •• d ne'lfr been recorded as due­
in. Th~ .":onditions C3n C3U,ie inventory 
managers to either procure unneeded supplies 
oz;.faiJ to procure needC'd supplies. 

41n our opinion. the prime factor retard· 
ing Imrrnvement of sul'Ply support efTective­
ness W3S the lack of coordination. e,·.luation. 
:tnd foUow·up efforts to clear up the com­
puterized supply ma""gomont record .. Other 
factors - imposition of additional work lo.rds. 
major reorpniz3tions. and saturation of com­
puter capacity - aJ50 had adverse orfeclS. 

We pro;x>sed t'lat the Secretary of De­
feros, ~tablish • coordinated supply rnan.rge­
ment program at TACOM to : 

-ImptO' .... supply recon1s. 
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-Prevent additiOnal invalid data from 
entering the records. 

- Review additional won: toad" or soecial 
programs to be imposaj 00 TACOM. to 
prevent unnocessary interferer:ce w;th 
the C\Jrrent .. nanagemP.nt Improvement 
IJrogram. 

-E:.tabl ish mea:;ures to maintain organ;' 
la::ional !tat::ility at TACOM and to PI"@­
ven, the constant movement Of experi. 
enc:e::J supply personnel. 

-Review the use being made of the e.xist· 
;ng autcmatic data processing equip. 
ment with the obiective ",1 el imin.3tu,'9 
or reducing lower priority protects !O 

that the equipment can be u!ed for 
matters vitally in need of correction. 

The Army. in its reply on behalf of 'j.e 
Secretary of Defense. 38fO"'d with Ihese pro­
posals and ,toted that actions in k~ping with 
the propogols either had been laken or were 
plannod . (8-146772 . September 23.19681 

MAI'.AGDf£,VT PRACTIC£S­
G£J\"£RAL 

173. ADMINISTRATION OF U.S . 
PARTICIPATION IN THE WORLD HEALTH 
ORGANt ZATION - ln a report to the Con· 
gress in January 1969 on our review of t~e 
U.S. Vovernmenfs financial participalion in 
the World Health OrlU'nization (WliOl. we 
stated that executive agenci~s bad not ob­
tained the specific analytic.1 information rela· 
tive to proposea :tnd continuing WHO proj­
ects .nd programs needed to iutntify 
programs whose justification might be q~ 
lionable or which cocld be accomplished with 
greater economy and ,,(ficiency. Budge! and 
operational data furnished to mcmben of 
WHO by ilS secretariat h ... ~ too sketchy 
and incomplete to make rum '""ssmenl. 
regzrding implementation of WHO projects 
and programs. 

The United Stales bas ~o syst~matic pro-
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cedl.:re for evaluating WHO projects and pre>­
grams. Those attempts which have been made 
by the United SUtes and by United Nations 
agencies have fallen for shon of what is re· 
quired by U.S. o!!id,1s to make independent 
judgments relative to the efficiency and effec­
tiveness of WHO opcr3ticns. In three of the 
last four years. the United States voted 
~~ainst adoption of Ihe budgets proposed by 
the WHO secret .. iat on the basis Ih.1 the 
budgets we", iligher th.n the United States 
considered appropri.te. The proposed budgets 
were adopted, however. on the votes of other 
members. and the United States thus contrib­
uted to budgets puter than it ",ishtd to 
support. 

Althouv!. U.S. inlerests appeor 10 h.ve 
been ren .. ~"ted in certain WHO programs­
notably malaria and sm.Upox eradication- il 
was difficult to d.termine 10 whot ext.nt U.S. 
objectives hod ~n met over the ye.rs 
because the executive bronch h.d not decided 
on the relative order of magnitude which it 
beli.ved . pp.ropri.l. ~or the v.rious WHO 
programs. 

We recommended that Ihe Departm.nls 
of SI.le and Health. Education. and W<lfare 
take actions directed loward obtaining Ihe 
pertinent factual d.ta necessary to make suffi· 
cient analysis of WHO programs ar.d budgets 
in order to exen meaningful innuence on the 
programs and bLldgets. 

The Departments of State and Health. 
Education. and Welfare agreed. in principle. 
with most of the recommendations. The [~ 
partm.nt of SUt. j)Oint'ld to actions being 
taken on a United Nation .. wide basis 10 seek 
impruvel'1ents in fiscal and admin;,,! rotive 
practices of international organizations. The 
executive agencio:s. however. did not indicate 
any intention to artually implement Ih. 
recommendations. 

Although the executive a~ncies indi­
cated • willinll'lcss to work for ;mprowements 
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in the fis",,1 and 3dministrative procti..-:es of 
intrm.tional organizations. we belie,'. that 
more aggressive .ction was needed by the ex· 
ecutive .genci::> in order 10 solve Ihe specific 
or,;I b3Sl"-: probkms discussed in the report. 
tB·IM03IC). January 9. 1969) 

174 . OB SERVATIONS ON THE 
VIETNAM PA CIF ICIoTION PROGRAM 
HAMLET EVALUATION SYSTEM-At the 
r<-quest of the Chairman. House Foreign Af. 
foirs Committee. we leviewed selecttd upec:S 
of the H. mlet Evaluation System (HES) used 
by Ihe Military Assistance Comm.nd in Viet· 
n.n, \ ~IACV) 10 usist in th. measurement 
3nd reponing on the Sl3tus of the p"cificalion 
I'rogr:lm of Ih. Go,·emm.nt of Vietn3m 
\GVN). The results of our n:vi.w. which in· 
"olved the Ikp.rtm~nt of Stat •• s weU u the 
Dep:lrtment of Ikfens:. wel~ reported 10 the 
Comrnilt.e in Januory 1960 

i':lcifiC:ltion is the ternl ltiven to Ihe pro­
<'= of rstablishing or rersl.blishing GVN 
local government at any level-from tI •• indio 
vidual hamlet 10 the n.tion:>: level - te. meet 
the n«<ls of Ihe people of the Republic of 
Virtn:llll. 

nrcse processes include .. toblishment 
3nd moint.n:mce of terrilorial security. elimi· 
nation of the Vie I Cong undeJl!rOund govern· 
ment or infrutructure. building or rebuilding 
of • I'0::tical system th31 includes participa' 
tIon of the pcopl<. and inili.tion of progres­
sive tconomic and social activities. 

\I e were requested to include in our re­
\'~w the ; t.tistical-gathering proc:=. the data 
consobd.lion proc:=. and Ihe dissemin3tion 
of Ihe resulting Information. We ""ere re­
quested also to include in our report ~bserva­
lions o~ the n:li3bility 3nd usefulness of the 
information being dev.loped. 

It is our und.rstanding th,t the system. 
based brgely 011 subjective jLldsments of U.s. 
evaluators. was esl3b6shed 10 provide trends 
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indiC3ting ""cifica!ion progress and was not 
C'xp<cteJ to result in predse measurtments. 

As ~n inc!iator of trends and as • device 
for idcn;iliotion of problem 3rCas r<quirins 
additi.:>nal p • .:iticotion effor!. the dot. gen­
erated by HES 'ppe.rs to serves a beneficial 
purpose. 

We believe. however. th.t the v.lue of 
HES as '" rnon.~ment to,)1 could be en­
hanced. W.e found th.t t:. .. o was a need for 
impro\;ng the reli.1bility of the 'ystem be­
couse cemin U.S . .. ·a1uators 

-need r-oote training In the ter<::t'W'''Que5 

and proc«hlr~ of the syS1em. 

ate un~,I ... r ""ith tt e Vtet~ r.ul· 

tUffe and kJggage. 

- have too ~ny hamlets to evalu •. ue e.x:h 
".."d!o. 

- are- unab~ to become adequately fami l· 
iar With t~ir areas beocausp. \~Ir olS$~n · 

ments JS aoaluators are of su,'il shan 
. !Uldtlon and 

- do not a~avs have the benef.t o f the 
e-.per lent'e of their ~redecessors 

We belie\.., thot the system would be more 
meaningful if 

- hamlet ~ntv and hamlet soctoJl. ec0-

nomic. .ncs oohucal IOd icaton were 
reportt'd s.eoarat~y . 

-a se~~te reoorl ing categOry were 
est.JbhSTl(\j for certa,n margH'daV rated, 
re~tlvf'to( Slt'Cure I'-:yn:.! ts. 

- cett",n of the e..aluatlon Ql~tlor.s 

~od .... ere moc:Mted to ehclt ..-,ore 00· 
Jecti~e ~ and 

a:ccs:s: iIf "TS were made of the If'I"IC)OICt of 
refugf"t f,,>w and other variab les ......tl'Ch 

"......, tf"t"Id to d ilT'inish 1M ,e ll..llt) .I.ty of 

the ...... tn '._'0 It1e Congrossand 
to 1M OUIlhc. 
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HES sutistics and reports on the status 
of the pacifiC3tion program are disnibutcd to 
the Con~. to U.S. Government agencies. 
""d to the public. The reports = issued with. 
out the qlUlitications necessory to alert recipt­
ents (hot the moterial w.s bas.:d on subjective 
judgments of the evaluators "r that the infor· ~ 
m.tion. in some c=s. was not based on the 
personallnowkdge of the evaluators. 

The nced to improve HES has been of 
continuing concern to U.S. officials. m.! 
measures hove been md an: being taken to 
doal ",; th the problems found :n th. system. 
Suc" elTon should continue. Moreovor. infor· 
m.tion bas.:<! on HES. d~minated to tho;. 
Con~ and to the public. sh"uld be =. 
fully qualified . 

Subsequent to the issuance of our 
repon. the o"puly. Civil Oper:!tions and Rev· 
olution:uy o,,\'cl<>pment Suppon. MACV. 
forwarded to us. by leiter dated May 13. 
1969. a set of specific actions initi.lted by his 
staff to deal with the major points roised in 
our repon. (8-164785. Januory 16. 1969) 

175. ACTIVITIES OF THE CENTER 
FOR CULTURAL AND TECHNICAL 
INTERCHANGE BETWEEN EAST AND 
WEST-ln a !ol3y 1969 repon to the Congress. 
we stated thot there w:tS a need .for 3 more 
systemotic method of making objectively 
based e--aIu3tions of the effectiveness of the 
East·West Centers various activities. Center 
offici:lls were .ware of !his need and were tak· 
ing steps to establish evaluation procedures. 
The I'urpost of the Center. which was estal>­
lished by a !T.lnt·in-aid ogreement between 
the IXputrnent of State and the University of 
Hawaii p"lSuant to the Mutual Security Act 
of I 960. is to promote ben .. relations and 
undersun.ling betwem the United States and 
the n.tions of Asi3 and the Pacific through 
coopentive study. training. and r=arch. 

We found that there w:tS no m:lStcr plan 
which indicated the location of proposed 
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future facilities and prospective sites of addi· 
-tional \a~d that would be made available to 
the Center. Because 0' an increa.<L'i- scarcity 
of Id resulting from the expansion of the 
university, a need existed to idenlify the 
long·range land requirements of the Center. • • 

Uncler the gr.tnt agreement. the uni"ersity 
is primarily responsible for the operation of 
the Citnter. It does not. in practice, howev~r, 
play a role in the formulation of Center 

' . policy nor jn the decision making process at 
tile Center commensurate wi~ that responsi· 
bilit9. This situation did not appear to affect 
the ability of the Center to acrueve its objec­
tive in a satisfactory manner. 

7 

: - .' . 

to the commitment of the university to make 
additional land available as needed . 

The Department felt that it was unneces­
sary to revise the grant agreement in view of 
the close working relationship that existed be­
tween the East·West Center anel the univer· 
sity . This position waS supported by the uni· 
"'ersity which belic""" that the agreement 
should not !:~ ,,-vised until the nature of the 
reiationsltip. whicn is still changing, becomes 

"clearer. (8·154135, M.y 20.1969) 

176. MAINTENANCE OF DUPLlCA· 
TIVE RECOROS-At thr •• of the Foreign 
Se"'ice posts servicl'<i by the Department of 
State's Regional Finance and Data Processing 

We recommended that th. Secretary of •• • Center (RFDPC) Paris, France. we found that 
duplicative and unnecessary records were 
"~ing maintained . Maintaining such records 
.reduces the potential tangible bene fils in· 
>tended to be realized from the centralized 

State • 
• 

- take "he necessa~ steps to ensure that 
goals are cl!fine:r'and that "'evalua~i o.s 
are made ~ the effectiv~ of Center 
activities in order tnat lhe Department 
and the Congress may have a sound 

.. basis for ~lOg the ex tent to wh Ich 
the \t.atutorv purposes i!" ~ beltfg at ­
t': :r"\P'J. ., 

-work w ith th~ various. organizations 
concernfJ! to deveklp a tent;uve, long­
ra~ ~nd'1J SU plan for 1fle Center, ac­
ceptable to ~h the Department and 
the universIty . with errohasls on estab· 
lishing the location of prosoect l~ facil i . 
ties b1 land provided under the exist ing 
agreement and on tdentlfyrng the possi· 
ble f ..... re needs for add itional land: and 

-consider revising the grant· in-ad 
qeement to reHect the actuat responsi· 
bility Mod consequent authOrity of the 
univer'sjty over Center operat ;ons. 

• 

The university. agned thaI there was a 
need for the deve.lopment of a long-range plan 
ft.r the future expansion of the Center and 
thaI additional land should be made available 
as needed. The Ikpartmenl poinled 10 the 
provision for land in the gr.tnl agreement and 

'I 

_ system at RFDPC .• 

• 
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Accord ingly, in a report 10 the Depart· 
ment in January 196 .. we recommended th. t 
stc:ps be taken to eliminate ct:rtain duplicative 
and unnecessary records at Foreign Service 
posts serviced by RFDPC. In October 1968 
the Department informed us that the con· 
tinued use of certain rc:cords was desired but 
Ihat the u:;e of trJnSmillal logs of documents 
sent by the posts to RFDPC would be elimi· 
nated . (8·146703, January 31. 1968) 

177. UPDATING OPERATIONS 
MANUALS-We found that manuals relating 
to operations of the Department of St.te's 
Regional Finance and Data Processing Center 
(RFDPC) Paris. France, had not tx-en updated 
for sevcr.l1 years and. because of their obsolt.~ 
eenee, did not provide adequate written guid· 
>nce to operating personnel or meaningful 
reli.ble information to audit and other review 
groups. Officials at RFDPC concurred with 
tbe need to update the manuals. 

In a report to the Department in January 
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1968. we recommended th31 steps be taken to 
e nsure appropriate up,bting and current 
maintenance of the RFDPC manuals and lheir 
integration and/or coordination with the 
Department's system of manuals and circular 
instructions.. 

The Department's reply of October 1968 
stated that the RFDPC manual of operJtions 
covering accounting and disbursing operations 
had been updated as we recommended . On 
June 30. 1969. however. the Departm~nt 
infonned us that it would not implement our 
recommendation that the manuals be int~ 
gr:lted and lor coordinated with the Depart­
ment's system of manuals and circul3r instruc­
tions because it considered the material in 
RFDPC manuals to be merely supplementary 
instructions to the Dep .. rtment·s Foreign 
Affairs ~1anuaJs. (8-14670]. January 31. 
1968) 

178. STORAGE PRACTI CES AT 
EXHtBt TS WAREH OUSE-In October 1968 
we reponed to the As.'iistant Secretary for 
Administration. Department of lIealth . Edu­
cation. and Welfare (HEW). that our review at 
HEWs exhibits warehouse had revealed cond~ 
tions which indicated inadequate houSe:­
keeping opc!rations and in~ffici('nt space ulili-­
zation . 

('oll • .:tions of trash and rubbish existed in 
large quantilies: thous;Jnds of envelopes were 
scatten:d over the n",ors: ma ny c,.·,....ltes contain­
in" exhibits were open or broken: domaged 
parts from the exhibits were s.:atlrred on the 
w.rehouse floor : and exhibits appeared to be 
stored in a haphazard manner rather th.n 
according to an orderly p13n. Also. the aisles 
of the warehouse were dther crowded or 
completely blocked. and fire extinguishing 
equipment could be reached only by walking 
over the top of exhibit crate •. Further. the 
roof of the exhibits warehouse leaked. 

We recommended thot HEW take app~ 
priate actio ns to (a) inspect the lire-fighting 
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equi;>ment to determine itt usefulntss. (b) 
inspect the exhibits warehouse to determine 
its adequ.cy and make a thorouGh cleanup. 
and (c} improve the inspection and enforce­
ment procedures in :1 manner d('Signed to 
obtain morc effident and proper utilization 
of space. 

The Department advised u. in November 
1968 thot the conditions reported by us at 
the warehouse had been corrcctl'd and that. 
to enso.:re proper housekeeping in the exhibits 
warehouse. a specific designation of rt'Sponst-­
bility hod been made for inspection and main­
tenana. as well as for follow-up inspection of 
the facility. (Report to the As.<istant Secre­
tary for Administration. Department of 
Health. Education. and Welf"e. October 2. 
1968) 

179 . MANAGEMErIT OF COST P. E· 
DUCTtON PROGRAM-We reviewed the 
Agency for International Development (AID) 
('ost Reduction and Man:ogement Improve­
ment Program. to deteronine the status of im­
plementation of the prograrr and to illentify 
areas where the program mignt be improved. 

We found that (a) AID had adopted a 
low-lceyed apPlO;lch to t~e program devoting 
a minimum of manpower and other resources 
to it. (b) the programs in fiscal yean 1967 
and 1968 had been geared primarily to com­
piling m.terial suit.ble for inclusion on the re­
quired semiannual reports to the President 
and only incidentally to fostering • sense of 
cost consciousness throughout the organiza­
tion. (c) support for the program by top 
manage.ment was tacking; some offici.31s ex­
pn:sscd a n<):3ti"e .tt' tude tow.rd it. and (d) 
the program was not promo!ed actively and 
therefore resulted in limited participation by 
AID personnel. It was our view t1ut programs 
such as the cost reduction prognm mu.t have 
the fuD support of top management and the 
broad participation of AID personnel in order 
to be successful. 

Accordingly . in our AVril 1969 report to 
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thr Administr:ltor. AID. we recommrnd<d 
that: 

-the program be red irected SO that it 

serves not onty as a reponing medium 
for cost reduction actil')ns but. more 
importantly. also as a means to stImu­
late and enco\Jfall}e a sense: of cost con­
sciousness Within AID; 

-top management demonstrate fu ll sup­
pon for the program and be more ac· 
tiv~y involved: in it. possibly through 
the establishment of a cost reductton 
committee at the asscstant adminlStri1'tor 

level 

-the program bfo actIVely oromoted ttnd 

publ M:&zed th~t the '('f!iiJI . and 

--certain in~ 1).J~;nes goyer-nlng the 
progr.1ln be revised ar'(j others be more 
closetV' adhered to. These guidel ines 
concern the crtteria tor cost reductions. 
f"e$JOI'ung reQunemeflU. revie-..v and val i· 
dation ",f savi~'S. and d isseminat ion of 
cost reduction :n ~ormation.. 

(8-163761. April 11. 1969) 

180. COST REDUCTION AND MAN· 
AGEMENT IMPROVEMENT PROGRAM-In 
• repon to Ille S«rebr)' of the Interior issued 
in May 1969. we pointed out Wl. on the 
b;tsis of our review of select:d cos: ,_j" ; tion 
"ro~1S or subprojects wllich accounted for 
.. 'xx.It S 13.6 million of the a.pproxinute S:!:! 
.'!inion reported by tile Departmrnt of the 
!Ltenor in flSC2l year 1908. wr btlieved that 
tIWIy did not qualify as valid cost rt(iuctions 
under tile cnteria established by the Bure.u of 
tbt Budll'l't (BOBI in its Circubr No. A-44 . Wr 
pointed out .Iso th:It the reported cost> 
S3\;ngs .... ere not being effecm'ely valid.ted 
;and that. gtn=lIy. cost reduction ide.s were 
not bting disseminated for possible wider 
appliation. 

We btli ... th3t IlUny projects repon<d 
as cost reductions did not tt1UIt from new. 
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impro\"t'\.! . or inttllSlfit'd man.:Jgemtnt actions 
or from C'imun3tion or c urt:.lilmt:'nt of tow· 
priority 3~u\'itil!S uCiJer the qual ifying circum­
stances ""ta!>iislled by BOB. We also noted 
that. in some inst3",-"CS" cost savin~ had been 
signifi~.J.ntJy undl!rsutcd or had not ixCf, veri­
fied. In addition. as a result of not dissemi­
nating th~ cost ~\k:'tion idt:3S within the­
Department and n" t indicating to 80B ' 'I. 
possible application of tllese ideas to 01."'" 
agencies. the potential for wider appl;cation 
lIad not been re3liz«l . 

We recommenJed that the Ikpartment 
of the Interior is..~uc! guideH:l1.."'S to the bun:aus 
reemp!usizin~ the ""!,,irements of ~OB Cir­
cular 1\'0. A--+l. W(' rcc-ommended also that 
p:ocedures be establi>hed to «quire that cost 
reduction projt~ts t"C' prcscnt~d in sufficient 
derail so as to allow. determination of tlleir 
possible ",icer application and tll3t t~ey he 
reviewed for proprn:ry ond reasonablen""s as 
well as for pos5ible ... ider application by indi­
viduals I13ving owr"" knowled~c o f the opera· 
tions of the INpJ.rl"n('n~ and Olht:r \."xtc-utivC' 
age n.; "" befo", 'tlhmission II) BOB. We 
rc:commC'~dt::! furtht'r thaI d:recli\'(S bt: issued 
to all emplo~ ees concrrning rru, importance 
of the cost ",du"tion program. (8-16376~. 
May ~o. 1969) 

181. MANNER OF CARRYING OUT 
COST REDUCTiON PROGRAM-Bure.u of 
the Bud~t (BOS: Circular No. A-44 . R"vised . 
pro"id<d for establishment of 3 formal Go.· 
emment-vdde co:.t ~urtion prognm and 
est3blished criteria for carrying out the prcT 
gram "ddt \"3r1(\US Fcdenl agc::nci6. The 
Dcpartmtnt of ,.\grkuJrut"e initi3ted its prt>­
gram in June 1965. For fISCal year 1968. the 
Departmenr claimed savings of about S343 
million u:1der tile proznm. 

Our re,;"w indic2ted that the Depart· 
ment h3d t2k~n 3~ve :lctien to encourage 
emplo)'" p:uticip.oon in tile prolT.'m and 10 
d~.te results of the progr:un throughout 
the Departmeot - fntures wllich. in our opin-
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i"n. are esS<!ntial to tbe proper operation of. 
·c~ reduction program . 

• • • We found inst.nces. however. \WIere til" 
De p3 rtment instructions and. constituent­
age.ncy guidelines did not agree with require­
""nts established for 'the program by BOB. 
As .1 result . 3genci\!s wen:: cbiminl savings for 
management prnctic6 which had been in • 

.ffect 'for several year.;. were not reporting 
nonquantifiablc savings. and were not ~xplajn-
in~ thf use to be made of savings. • 
~ 

• • Also. on the basis of our review of a 
" 'ndom' sompk of 24 cost reducti,," reports 
f" r fiscal year 1968 involving claimed savings 
of a"'out S I 19 million. we believt'd that the 
savi~gs claimed in many of the re:>arts ~}"'. 
q uestionablo . The situa~on OQl:urred pn· 
marily. in OUf opinion..because proc .... dures for , 
valid!tir.g c13im~ SJvings were. not adtquate . • 
We found that pCr.ionnel>responsible for such • 
validation" rarely validated reported a~ion. 
against program criteria and that. in "ome 
ins13n\.""Cs su'iiJ pcrsonnd wcre not in n-

"d<nt;>t t~""',"i t daiming the .,.vings. 

• 'I 
We r~commcnded that the instruction, 

of the Department and its constituent agen· 
• cies be revised " 

• • 
. fo con!ine the reJ!h ing of sav ings reo 

sul:ing fft>m a r.ost reGuct lon acttOn to 
tho5e that ~ur With in the i2·rnonth 

• peftoc follOW ing In itiailon of the ac· 

t ion. 

• , h -where necessary. to prOVide I at. In oX-

cordance WIth 80S .nstruct ions. non­
Quantifiable SJJings are to be reooned, 
and 

-where nect:s.1rY. to conform to SOS's 
instrl : tlons rE!Qulnnq explanatIOns of 
the ~ of savings and dC'5cnp:lons at 
the soeclftC benef its '0 be detrved when 
S3Vlngs, are renrogrammecl. 

We recommended also that the Depart­
menl ensure that validating personn~1 ore 

,.~. 
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truly inclependcr.t of the unit claiming the 
$3vings and are aware of program mten' for 
claimed savings and Ihal the Department issue 
more detailed validation procedures, 
(B·163762. July 31.1969) 

182. CRtTERIA FOR OELIVERY 
OF MAIL tN RURAL AREAS-We noted in· 
consistencies within and between regions in 
the standard of mail delivery ' ervice provided 
by tne Post Office r.:partment 10 rural 
patrons who were served by box delivery star 
routes. Star route contracts generally provide 
for intercity highway transportal ion of mail 
and may provide also for delivery .nd collee· 
tion service- to individual patTons~ boxes along 
the route. Postal regional office... were not 
applying u!Jifonn criteria in determining when 
box delivery se,vice on other than a daily 
basis co~ld be provided. 

We found that the existing instruclions 
had resulted in inconsistent interpretation and 
application 'Of departmental policy by the 
various regional offices. Although there is no 
mention in th~ instructions concerning the 
frequency of ",nice on other Ihan a daily or 
triweekly basis~ two of the regions covered in 
our review-San Francisco and Seattle- had 
box delivery star routes with delivery frequen­
cies of I . 2. 3. 4. 5. and 6 days a week. An 
official of Ihe San Francisco Region advised 
us thaI the ",pon varied the frequ.ncy of 
delivery on the basis of family density. 

Th~ Seattie criteria would allow estal>­
Iishment of box delivery star roUle service 
with a density as low as one quarter of a 
family a mil •. although the Department in­
strur.rions did not appear to ~uthorize esta~ 
lishing service for less than II> families a mile. 

Of the 272 box delivery star routes in 
the Seattle Region al the time of our review. 
!95 had fewer than 1-1/2 families a mile. We 
noted that 91 of these routes d • .! not meet 
the Sealtie Region's family density cri"ria for 
the level of service provided. 
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We believed that the inconsistency in t.,C 
criteria applied by various regional oil;c~s 

with regard to the establishment and fre­
quency of service by box deli"ery star routes 
indicated the need for clarification of depan­
mental instructions. to obtain ;J reasonable 
de~e of uniformity in the standard of postal 
service provided to rural patrons in different 
parts of the c"un try under sim;;ar circum­
stan.,.,s. 

In commenting on our report. the 
Deputy Postma.ster General stated th.t. dis­
cretion:uy authority. as allowed the Post­
master General unJer exi:,.ring sr:ltutes. W:J5 

necessary because of an (xtr<mc num~r of 
variables encountered in conJltions affecting 
delivery. He agreed. howewr. to take action 
to provide additional guidelines for establish· 
ing frequencies at which deliveries would be 
performed on box delivery star routes. 
(8-114874, August 2, 1968) 

183. ADMINISTRATION OF CON· 
STRUCTION PROJECTS-We reviewed se­
lected projects for the construction of shore 
unit and aviation facilities includo:d in the 
Coast ·"';uard~s acquisition. construelio'n. and 
improvement (AC&I) program for fi .... al ye.rs 
1965 through 1968. wi th emphasis on the ef­
fectiveness of the Co .. t Gu.rd·s programs for 
m3naging its construction proj\!cts and kec~ 
ing the Congress informed of significant 
changes in the scope and/or funding of con· 
struction projects. 

In au:r tetter report to the Commandant. 
we pointed out that there W;lS ;l need for th~ 
Coast GU;lrd hJ de'\':lop a more lIdinilive pro-. 
~.m for k«ping the Congress inform~d of 
signi:kant changes in the scope and/or fund­
ing of its construction projects. Furthermore. 
we stated thot such a program should provide 
for fuU disclosure of f.cts relating to specific 
projects which are of interest to members of 
the Congress .nd to congression.1 commit­
tees. 

We recommended that the Coost Gu.rd', 
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program for k..,ping the Cor.~ informed 
be expanded to indude spe..,:-": !'\Iidelines for 
office cruefs and program rr ... m.>g'<TS 10 foUo ... 
in tV31uating the si,gnific::m~"'e {'If chan~ in the 
scope lIld 'or funding of construction p~ 
jects. We recommended also tlut !'\Iidelines t... 
develored rC!!3Tdin~ the tyro< of informalio~ 
th.t shou ld be furnished to the Congr<ss for 
those projects in which signifr..'3nt changes are 
made. 

In ~by 1969. the Comnundant of the 
Coast Cu.rd stated th.t . he Co.sl Guard 
agreed ,,';th the e,-aluations SCI forth in our 
repon and info:med us of the specific .ctions 
being taken to r<medy .he situa tion. He 
stated also that the appror""te instTUction 
would be re,-i",d 10 inro<porJtc these 
chan!'<'$. (Repon 10 Cornnundanl. COasl 
Gu.rd. Department of Trdnsport.tion. Feb­
ruary :5. 1969) 

184. CONTROLS OVEII DOCUMEN · 
TATION-In D<e<mber 1968 .... repon,~ to 
the An."a Din:ctor of th~ E ... "CI:'h)mic Dcvtlc.~ 

ment Administr.lti"m·s Wc!'St~rn Arc;;' O ifi,-"'C' 
on the results oi o ur T1 .. ",·ie",,· eo i the business 
loan proC!Pnl in L"tat al"C.:J.. \\ (' fC"it:wed SC'-­

Icc ted lo.n files of the D<tw=enl of Com­
merce in W.shington. D.C.. :>.">d in the 3.J"a 

')ffice to evalu.te procrour« foUowro on 
tlroce-ssin,. appro\oing. and aJm.inist~ri::i proj­
ect loans... OUf re"irw shOWN tfu! compl~te 
documen tation w..s I3ckin~ in several of the 
project fLIes in L'le .11'1:3 of~\"~ . .l.lth'lugh some 
of th~ information was .v3i!>N<: n W.shin~ 
ton. 

We bdievro th.t the d", .lmentation of 
signiticJn! facts would a>SlU both field and 
Washin~ton man:i£Cmcnt In c,,.:tluating anc.t 
approving 103n applkdtions ~ wt complete 
docum('nt3tion of inform:lt:Km oblained su!>-­
sequt:nt 10 appro"·J.1 'Would 3.tJ 10:10 servicin& 
officials in recoprizing ad~ conditions. We 
therefo", ,ugresteci to the .~ Director tlut 
he in<titut. proc".jures wltidl would en>W'C 
that all significant inforT.Uoon pertaining to 
each loan project was <!ocumentro and L'ut 
area om~ mes contained all pertinent infOl'-
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mation. includir.g th.t o!C\'eloped at "'ther 
locations. In January 1969 the Deputy Assis­
!:.tnt xcn:t3.f'Y for E.l.:onomic De\elopment 
advised u. that procedu= Iud Ixcn iR5titu.led 
to ~nsun!" th3t the pertinl ,lt documents were 
in the W"'tern Area Offi.:e files_ (Report 10 

Arc. Di",ctor. Western Are. Office. Eco­
nomic [k,"dopment AdITj~tr3tion. ')::-P3rt­
ment of Commen:c. Decerr.b<r 6. 1968) 

18 5 . CONTROLS OVER DISTRIBU­
TI ON OF PUBLICATI ONS-In 3 report 10 

the Director. Offico of Field Services (OFS l. 
Dep:lftm~nt of Commen:e. we commented 
thaI. alth<>u!!h con-;rols o\-.r Govemment 
Printing Offioe pul.'lications sent 10 field of­
fi«s 3pP<'a~ generally s.:uisf.clory. controls 
ovtr Dep:...rtmt"nt of Commerce pu~licacons 
~nt to fi~ld c.~ficts wen: not adequate b.:­
cause re~"'Ords were not nuinlained to show 
quantitit'S ~\."tived and quantities sold or 
otherwise d;s!ributcd . As • result . we were 
un.ble to ",,-..,rtm wh ether all receipts appli' 
cable to the sale of pubheations were col­
kct~d and a .. ·countt"d fOf. 

Subsequent to OUf ~rt. the Director. 
OFS. ad\i",--d u. th . t his otTice ,nd the Office 
of Admmistr.l tion fo r o.,mestic and Intem.­
tiona.! Businos institutt::'d ~ reor.ew of OFS's 
p:-octdures .... -onccming the gJe of publications 
and .~reed th.t the procedures needed 
strength"nin~_ 

As a r",ult of OILT report . OFS. in 
No\-ember 1968. issued procedures for the 
receipt. sak. and d istn1mhon of processed 
p:Jblic3tiC'lS. (Report ,0 Dlre~tor. uffice of 
FidJ s.,,,-iccs. Depart""nt of Commerce. 
September :9. 1967 ) 

186. QUA LITY ASSURAN C E CON· 
TROLS (.I-Althougt. L'>.: Apollo re lubiliry 
:and qu.wty assu-rance p4n. issued by the 
l'ational Aer<>n.u t ics and Space Adminislr3-
tion (NASAl in Augu.st 1965. prescribe> cer­
!:lin requirements for the preparation :and 
appro\'al of quaEty ~rance plans with 
respect to ca.:h manage ...... t level. and for the 

, -, '- - --=----~ .:.. : :--
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perfonnance of periodic Quality audits. we 
found that certain of these requirements had 
not been fully implemented by the respon­
sible management levels. 

• 

We found tlut the Headquarten Apollo 
reli.bility and q~31ity assuranco office had # 

not fully c.rri~d out it. responsibilities for 
seeing that the ~ASA cenlers had prepared 
and issued adequate quality assurance pt;,R5 
covering their A~..,Uo quality assurance activ~ 
ties and Ih.t that office had not made peri­
odic audios 01 t"e quali ty assurance activite\ 
of the centeno 

We found llul. in addition to the lack of 
adequate center plans. the qu.!i4y assurance 
plans of some prime contr.letors at two of the 
centers either Iud not been approved or had 
not been approved ;)n a timely basis and tlut, 
at t~e t ime of OILT review. only one of the 
centers \\':lS continuing to m3ke th~ ~quired 
pericdic audits of contractors. 

We expressed the opinion tlut the objec­
tive. and Ixnetits Ihat were expected by 
NASA m.nagement wilh the issu.nce of the 
Apollo reli.bility and quality assurance plan 
were not being fully realized because many of 
the requirements app!icable to the t,,·o arcas 
of the plan (a) ... ..,re not being implemented or 
(b) were not Ixing implemented in the man-
ner called for by the pl.n. • 

Although we .cknowledged Ihat 
improvements Iud Ixcn made during our 
review in both pl.n preparation and the 
undertaking of audits. we proposed to the 
NASA Administr.ttor lhat a special study Ix 
made of Iho Apollo qualiry assu.rance prograrn 
with particui.u ~mphasis on: 

-AssessI:"19 the ~ of recent ac· 

tions cy ADolla Of"OC7atn rnananement:, 
to obtain r-ore co"'O~te ~lement. 
tiOl'" of ~ Pf'OCJ'am re().J irements fOf" 
plans and .... d lts and, where necessll'Y. 
recotTV'T'tef1dtng. ¥'V further ac1tOr'tJ re­
QU fred to ens.A the necessifY co..,...,l;" 

anc& 
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-Reviewing and evak..ating the e.tent of 
..::>~ianc:e 'Min o~ i~ta"t reo­
-::utf'ements of t .~ Ape 110 reliability and 
oual ity assurance 014t'l_ 

• • 
!"ASA ad.iscd 'll tlut. althoug/t the 

Apollo ... Jj.bility and quality assurance plan 
had not ~n fully implemented . th, func· 
tion. '" performed. coupled with other man­
agement c:::,;,ol5. had been responsh°c! to 
A""I.o Ike';' •• nd Iud provided acccptable "is-, 
ibility for ,'-polio program management. 

• ~ASA furt.he,adviscd us that a special study 
tearll had 6.:<n established in aClIPrdance ,.ith 
our pR>posal. The srudy w.as subsequently 
completed and; number of recomme-..nd3tiobs 
were r:l3de to impm..-e quality assurance t!1 
the Apollo ;rognm. (B-156556. March 71. 
1969) . ~ 

187 • .JUALITY ASSU~ANC E CON· 

TROLS Ibl-blling testing. the S-IVB- 503 
sljlge of the Saru .. butch vehic!!e w~ acci­
dently destroyed . • The SationaJ Aeronautics 
and Spoce Administration (!"ASA) :m,; the 
McDonnell DoW"'_ Corporation (~IOC)­
manufac run:r, • o{ ~"e stog~ · ·a \1ribu~d 'he 
cause of Ihe acddent to the use <'f nonsP<)'ir .. 
cation weld wire in the bbricction by 2-' 

MIX" subcontractor of. hip pre"ure titart­
ium sphere used to st"'~c h~lJu'" in :he st:age: 
commercially p&e titanium ~ri: w JS used 
instead of the spedf!Cd titaniutlJa lloy vireo • , 

t.:nder t-lASA poth.:y. contnclol : 31..: to 
instirute quality 3lOSUr:lnce programs which 
will provide fCll early and prompt det""tion of 
actu31 or potential errors. system If comp.tr 
bility. "",rgin.1 qlUliry. and trend., <.Ir cond .. 
tions which could result in un5.lrislactory 
qualiry products. We e' r , ,,,<ed the bdief 
tlut. if established quail!} ... <surancc proce­
dures Iud been ctJe~tively carried ou t by 
MIX" and the subconlr:lctor. the a.:cider.t 
prob3bly would not have occurred. 

• • 

• 

, 
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We found th' t, in some coscs. MOC and 
the subcontnctor had not effecti\'~ly per­
formed certain quality assurance proc..-dur:s. 
In other cas<s .• nomah<s disclosed by tests 
called for by these proc~dures were not to"en 
appropriate ,altc!n110n. As:l resul t the r<!'ceipt 
::lnd use of thl! nonspt!'Cification ""dd \\1fe 
rl.!m3in_l!d undc:::tt:ctcd until after the 3ccid"""t. 
The deficiencies noted by us rdated to 3 

breakdown in the: subcontractor's inspection 
of malenals re..:d~.'ed. an appa rent inattention 
t9 the adverse results of certain weld tests • 
3f,J an apparen t lack of adequate inspc.:tion 
by MDC .t the subcontro.:tors facility. 

SASA relic.~ en its 0"'" qU11ity 3.S5Ur.lnce 
organization and tho~ of othl"r Govem~nt 
.1gendes and con tractors to ensure the !"f'cript 
!If an 0 ceptable product. and each organiza· 
tion. tus certain responsibili ties and functions 
w~ich must be carriod ou'. We expre«ed the 
~Ii.r tlut each of the organizations did not 
efrt,ctively C.3rT) out its quality assur.ince 

oII"unctions in this sit ... tion and that each must 
be held accour.table in .."rying degrees when a 
defective product gets through the system. 

" We suggested that ~ a ) provision bt mJde 
;n !\ASA procedures for grea:er diiSeminalion 
by NASA of information on s:,,"ificant qual· 
i ty assurance deficiencies ( prooedunl or 
otherwise) noted at subcontractors' bcilities 
to NASA quality assurance organizations and 
;ts prime contractors. 'b) NASA babnce its 
surveillar..ce efforts by providing more emph3-
sis on comprthensive surveys of :wt;....~n­

[ractor's compliance with qual iry assurance 
provisions. and (c) recommendation. by the 
!IIASA accident invesligation board [0 im prove 
qualiry assurance procedurn with respect to 
the manufacture of titanium pressure vessels 
be adop;"'J 3nd applied to other contf3Ctor.. 
NASA indicated substantial compliance with 
each of our suggestions. (B-156556, April IS. 
19£9) 

• 



MANPOWER l1TILlZATION 

COORD:.VA TlOS 

188. C I V IUAN PERSONN EL AT 
MILITARY INSTALLATIONS-Our find.ngs 
In m in\'estigatiOil . &:l.1dc: 3t the f'l:'quest of 3 
Con~n. of the !,nclicrs at an Air Force 
b= in detailing (~ing) ~i,i1ian employee; 
t.) .. 'Or\( O!l other th3.n ;heir regular jobs led us 
to an npanded "" iew of the rr_~tices fol­
l<n-ed al 10 industrUl-rype m:litary insl3ll:1-
tiens in the o"panm<:nt of Defense. Our 
re-pot1 on the re\;ew W3.$ issuoc! to th.: Con­
gress in ~o'·.mber 1%3. 

The head of 3.n c'{ecut h'C' dc:-partmcnt or 
;> miliury depanment is pemu!ted by law to 
d:ui1 emplo)'''' among the burea~s and 
offi.. .... of his dep=nt ."~,,t those e~ 
l"Ioy .... .-.quired by law to be exclusively 
cnPP"l or. some specific "''Or\;. Details in 
e~.:ess of 30 days are requm'd to be recorded 
3S persoMd J CUO:-.; lnd the: n=.:orc!s nuin 
uined pc'rm.3nen t;~ m th~ :l~ncy's offic ial 
~nnd (old: ... 

We found rmny ln~tanC'tS when: large 
numbers of employ .... were being -Ioanecl" 
or --borroll'ed" be""."n sbops for extenued 
periods in CXCl!'S..~ of 30 d3)o-S ",; thout appro;:ri­
~tc pcn.onnel acti"n to cl"('tjit the indi\idU3ls 
for the time in\'oh·cd. and we found instances 
.. 11= deUils either had not bern recorded or 
Iud bern improperly recorded. 

DeI3.i1S in n= of 6 mo"ths (now 120 
d.Jy,). because tl:ey contlicl ",; th the prin­
ciples cf rroper job C\<lItu·.on. are n.'quired 
to !>e .""ro,·ed by the loci otlkc of the Civil 
s.r--;Ce Commission. We iound many in­
sUn"" "'h~re !he .-.quire<! approvals had nOl 
bttn obained. We also found instances of 
employees' bein" detailed to hi..cher and lo_r 
I'Dde po<itions and employees being given 
lempor.1ry promobOltS to lill noncies. 

lJttle evidence ""35 found lhat internal 
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audit and re';( • staffs of t:'" military d:part­
ments or the Civil Service Commission inspec­
tion teams had found these types of defici­
encies or. if they had . tha ; they Iud identified 
tl'le causes and ffi:'\de appropriate ~.:cmmcn­
dations. 

-lb. Secretary of Def .. ue and the Chair­
man. Civil Service Commission. agreed. in 
general. \II;th OUf suggestions for cor-.:ctive 
measures. The Depanment outlined I~ us the 
actic'lS that had bern taken in eac:' of the 
military departmer.ts and in the Defense 
Supply Agency . Th.-se actions sbould protect 
the interests of both the employee and the 
Government. The Ci"i1 Service Commission 
advised us that il would issue further guide­
lines to its ins?ectors to ensure more specific 
covenge of detailing in their inspecli"ns. 
(8-160879. November 15. 1968) 

189. SHORTAGE CATEGORIES OF 
CIVllIA'J MANPClWER SKILLS-We found 
a lack of consistency. precision. and depth of 
coverage in the ddirtihon and identification 
of crit i~31 'hortages of civilian m.onpo_r 
skills and in the prottdun:s for dealing wilh 
them. Management "f sboruge cat.gories of 
skills was largely decentralized ~en 0.1 Ihe 
instailation level. As • r<S'JJt. problems of 
civilian staff imbalances wen. conside.ro over 
too narrow a ran~ of circumstances and 
priorities. 

We expressaJ the belief lh31 beller cri­
teria a'" needed for identifying and «""rting 
shortages in skill5 to ensure that the bc>t 
direction is given to current recruitment and 
placemenl etTorts and to lon,....nge personnd 
programs. such as tnirung and career dcydo~ 
ment. 

In our report issued to Ihe Sc:CT<Ury of 
Defense in June 1969. "'e recommended Ihal 
uniform Defense-wide criteria and zuidelines 
for the identification of shorU~ttpy 

.. 
~ 



skills be estab1i.<~ on the basis of theu 
impact upon assigned missions. We recom­
mended further that the military departments 
establish reporting procedures to ensutt that 
periodic ceotr.llized attentio:> is given to 
shortag~tegory skills. (8-146824. June 2:5. 
1969) 

190. !ltILiTARY PERSONNEL AT 
AIR BASES IN THAILANo-In a report 
issued to the Congress ill May 1969. we pre­
sented our hndings that Air Fora: units par· 
ticipating in Southeast Asia operations and 
stationed in Thailand bad oot received on a 
timely basis the personnel needed for support 
of their programs. ',"11e principal cause of the 
shortage of personnel was the limitation on 
the number of U.S. military personnel per­
mitted in Thailand under existing country-to­
country agreements. 

Had there been no such limitation. how­
.. -cr. there still would have been a shortage of 
personnel because there were not adequate 
data and criteria '" develop base level man­
power requ~ments and management engi­
neering teams were r.ot being use effectively 
to determine and review manpower needs at 
base level. The situation could have been 
alleviated some"'hat if propaly trained and 
experienced personnel had been assigned to 
these bases and if local nationals had been 
utilized to a greater extent. 

We suggested that the Air Force eould 
improve its management of To anpower re-. 
so=by: 

- Reporting all known manpower require­
men ... 

- Studying tf"Ie. idvisibil ity of ~'OYing 

managerner.t engineering teams. 

-Sluclyi.-.g "'"' means by ..nc. the man­
~ autt-orization systen"I could be 

improwd '" provide the .....,cilily "" 
Idjusl I'Ni ~ authorinliora 11'\ JU~ 

us 

pon activ itIes ~no...rTi:.I~I.,. lA ilh ;r.,lJ(,f' 
changes in work load. 

The Air Force 7oncuned. in gener.....L in 
our findings and outlin"" t"~ actio:>s talren as 
a result of our review. n., Air Force did not 
believe. ho .. ever. th3t ~'lere was a nrcd for 
the suggested stuJy :>i the rronpo'Ner 3Ulhori­
:".ati,on systerr .. 

We suggested also that t,"e Cong;~ss may 
wish to consider the "'vd of "j<tlIlg country 
ceilings on U.s. personnel. ;he process by 
which such ccili",;> are adjusted. and th.·if ef­
fOlt on the conduct of opera!Ooru io SoJUtb­
''lSI Asia. (B-165863. May 23 . 1~6'-' J 

• 
191 . TEMPORARY DUTY ASSIGN · 

MENTS-We examined about 1.000 tra"el 
vouchers showing payr;lents of per dien ,.) 
military personnel of the Air Force assign!-; 
to temporary duty (TDY) to aUer.d COUfS(' 

of instruction. We found that. of 190 of the 
personnel who had reported to their assigned 
TDY locations earlier than necessary. 148 had 
reported I day ear!y and 42 had reported 
from 2 to 10 days early. Payments ('~ per 
diem were rrode to 146 of t),ese individlW , at 
rates rdnging frorr. S 1 to S 16 a d.1Y. depenci!ng 
on the availability of Government quarters 
and messing f~ciIities. 

• Of grea"'l.. ~i,r:i!~"p.: than .the unfl('C1!'5-
sary per diem p>; ments by reuon of early 
re-porting is the ineffective utilization of the 
personnel inv"lved. We were informed that 
those individuals who arrive I or 2 days C3rly 
are oot nonnaUy assigned duties for such 
days. Those who arrive more than 2 da)'S 

early either are encouraged to take leave cntil 
proassing time or are assigned to general or 
squadron duties. 

In 2 report issued to the Secretary of t!le 
Air F"rce in April I 969. we expressed our 
opinion that the major C3U!e of the earty reo­
!'Orting was the f.ilure to ;emply with the 
prescribed requirement of \l.e Air Foree that 
the travel orders include the statement -ind>-
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,.JuaI will repell1 to TOY station no e.ruer 
ttlana.(hour and date)." We found t~t the 
bour and cbte had been O!:!ined .rom 422 of 
th,mJcn ind uct"'in our ust . the cI>;< starl­
ing date had been omitted from J <:7 orders. 
and the starting hour and d3te of the class had 
be"·omilted i rom 131 oro .... 

In respo<:se to our repell1. the Air Fore< 
Ojttlined' ccrt.Un actions taken to ensure that 
30' trainees arrive 3t trahL.g ccnh..~ 00 the 
established re;>orting d3tes. (8-11'6508. April 

• ~. 1~6~ 

• • 
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·192. COMPIJTATION OF REQUIRE· 
MENTS FOR TRAINI~G OF ENLISTEe· 
PERSONNE~ l!f SPECIAL",·Y .. KtLLS-Our 
exami"tion of 3.042 rCcords of enlisted per­
sonnel at ~o .tary irvtaUall.)~s s.howed 
nu.merous cr.ors.. These enon indicaied that 
the trainin/ requirements.. compul<d on the It 
basis o f the erron«>LS ~ro,ds. had b"'''Ifrn­
tl<rs"'te~ "'¥ ~bout 86.000 indh·iduals for 
";,tl>er roIls. " 

• 
We pr.>cnted these findi:tgs i.., a report 

is;ued to the Secretary. of Ddens.: in June 
1969. Sin~ we haJ made .1 num~r of sug' 
~ti~nsJor illiprovemert&'" our prior reports 
0,-, military p.....on:::1 d,,~ systems and rec­
ords of tltis ty pe. oIIe made no new propos3!s 
for c'il~ctJ'e action . (8-.64471. June 4 . 
1969) 

• 
.IIAXPOk·£R L71L1ZA TJOS-
G£X£RAL 

193. USE OF C':VILIANS IN LIEU 
OF MILITARY PERSO_EL-In a report to 
the Congress.. d3ted MJY 1969. we concluded 
tMt. althoup the Coast Gu31d had converted 
many of the ""bury billets cited in a p ...... ious 
GAO report to .... ·ilian posIUOlfS. tltis action 
was not a part of " continuins ptognm d .. 

• 

• 
• 
• 
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=ted toward malting full use of civilian per­
so,-,nel. We t~=fore proposed that the Com­
""'ndant of the Coast G,· .. d i:npkment a pn> 
gram [~t would convor! mil it2r)' Inllets essen­
tially civilian in c~arac ter to positions that 
... o uld be I;jled by .ivilian personneL W~ al50 
<"Jggested that formal guic!e!jnes. goals. ;-eo 

ports. and fo llo w-up procedures be esl.l~ 
lished so tMt ,l'l3n:lgemenl cocld maintain 
.. ; gilancc over the program a..-,d measure its 
achievements. 

The COII;=,.t.,mt informed us t~t th< 
C03S1 Guard w3S in general agreement witt: 
Ihe recommendation that "f~D responsibili ty 
for the implemenUtion of the (conversion) 
program be centertd in Headquarters. and 
that form. I suidelines. goals. reports. and fo!­
low-up procedures (should) be eS13~ 

lished . . . " The Commandant suted, how­
","er, tMt Public I...3w 90-~64. ~h limits the 
number of civili.ln employee> in executive 
a.encies. would have an impact on the pn> 
p-..m. He statid tMt, as long,", these restric­
tjom on civili3n employment R'maincd in 
t frce:. little or no progres..'\ on the conversion 
program could be expected . 

8ecau,;e of the substantial ~ngs attain­
abJe by civili:mization- using civilian rather 
than military personnel for civilian-type 
duties- and bec:wse of the adverse dfect of 
Pub.;'; I...3w 9G-364 on civili=iDtion :no­
t;ra ms of the Coast Guard and the Department 
of Defense:. this J'1l3tter was brought to the 
attention of the Congress. (8-114851. ~by 8_ 
1969) 

19 • . CONSOLIDATION OF FLIGHT 
INSPECTION ACTlVI'"ES AT FRANK­
FURT-In September 1968. we rq>OrIed to 
the Congress on our review of sel«ted 3~ 
ilies of reC:eraI Aviation Ad:nini5lration-. 
(FAA -s) E;.tropcan Reton. Our rev>.:w 
,,~o ... ed lhat. by consolid.!in~ u", activities of 
the Beirut flip,t inspection paup with the 
f1il:ht inspection croup at Frmkf;.Jl1. opcr-



• jng costs could be reduce<! ... ".'leu t impair­
ing operational effectn=. 

In our examination into the feasibility of 
consolidating Ihe flight inspec-'on acL'"iti.,. of 
the Beirut and FranJc:un group< . .. e c:vaJuate<1 
the fISCal year 1967 work 10:..1 of tho t .... o 
group< and considered Ihe cif::-.ct thaI the 
transfer of Ih. Bei.-ut functions to rrankfun 
would have on both the logistio and the costs 
of fligM<hecking the n .. i~tiomJ ..ids 111 

areas ,vruc~ were being served b!o' Beirut. On 
the basis " I' our analysis of the .. ork loads of 
bolh groups. we concluded that consolidauon 
could result in ",vings of about > ~ 15.000 ar,. 
n~ally. Such CC:lSOtid.toon could provide ad-
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~tional benefits by making feasible the per­
manent "placement of the four~nginc DC-4 
a1!cr,,(t used ~y the Beirut group with the 
i':1O'TC (conomic3.1ly operateci tw<>-<ngme T-29 
:.i=ft which was assigned. on a loan basis. to 
the Frankfurt group. This would .00 e;imi­
JUle the need to incur costs for "l.iz'uining 
.!>out 5350.000 worth of aircraft 'pore parts. 
a¥)oni~ equipment and sp3r~. and shop 
cc;uipment used to service Ihe 1X'-4 . 

FAA agreed with ou r propo""ls and 
sul<d that action had been imti:.ted 10 con­
~tc the Bdrut and Fran~fu~ fli):h l in· 
si='~cti on giOU Jh. The consolicbtion was 
c<r-npleted on June 30. 1968. 160 164497(1 I. 
~tt-mber 18. 19681 
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FEDERAL E.lIPLOYEES · HE.4ItTIl 
ASD /SSL'RASCE PROGRA.II:' .' . 195. MEDICA'_ BENEFITS FUR · 
NISHED TO EMPLOYfES OVERSEAS-In a • 

..,pern 10 the Congress in ~I.y 1968 we 
recomm.n<!e.J thaI Ihe Departmenl ef Sla le 
and Ihe Cinl S<rvice Comr:tissio n ,esCl cooP- . 
~r.thft)' initbte act:.,n to minimilt' the costly 

•• treels of Ihe Go,·.mm,lIt's fonn of participa' 
tion ,n (he 1'00'0 federal heal&. pn>£Pms avail­
able to Foreign Senic. employe< .. 

. , 
\' c w-:re 3d\ised by lettc"f J;atC'd No\'com­

ber 13 . IOb8 . from Itt. o.:rul~ Assiolinl· 
Secretary for Budget, D';partme~1 of Slare. 
that che American Fo~.igr, S<n;ce Prol<elive -• Associati08 'AIltPA) ILld arJ!,".'·c-d chang"" • 
in i::i Fort" l.,.cr1 ~rvicC! Benefit M.m. ~ff.c ti\"e 

hnu,ry I'. 1970. whcr<by the rlan woule 
provide bcn<ti rs for co,,'.:! .. ;! S< ["\;~('S ~rse:lS 

. ' on the! ~ f,a tis as for ser\" k C's 10 t!lt! tfnited 
St:'I~. wlud: would elim inat~ the d,if<rcnce 
in d.ductit-Ie i tems. This woul.!' ,nriud.? .x­
tension to be!'lC'fits a."ld ~" .. i ... ys now covered 
by the Dep~ment's Medicall'ro!:ram. AFPSA 
agreed t~ include this cO"!,,,itmcnt in its 1969 
rofttraFf wiL'l esc. , 

• 
CSC and th~ Buruu of !he Budget c"n­

cum:d that this action by AFSPA .chi.· .• :! 
t!te ob.i<cth·e of our report . 18·16~639. Ma)' 
~3. ~681 

196. AMOUNTS CHARGED FOR 
EXPENSES OF MAINTENANCE AND 
OPE R.\ T\ON AND RISK CHARGE-The 
Ch'n xr .. ; ,,"C' Commbsion"s p\''Up insurance 
policy ,,;th the Shenandoah life Insurance 
Company provided thai Sh.n.Mooh be reim­
bursed for all expenses of m •• ntenance and 
operation under the group pol",), but nol i'1 
excess of ~ """.-en' of gross premiums. The 
policy ;>rovided for .n allow::lIC1' for indirect 
costs eqoul to «>6-1/3 percent of total direct 
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co;ts. I n addition. Ihe insurer was to be 
allo .... ed a risk charge equal to 1.5 percent of 
gross prc.miums. 

We found th.1 Shenando:U:'smethod of 
allocating ,erlain Jirect .xpe!lS<S to t~e group 
polky on the baSJS of the rotio of the number 
of group insurance certificates under Ihe 
polk')' to the 101'.11 number of aU She,=doah 
group insurance certificates in force to '01 b""n 
in.quitabl. beC3use I<ss time hau >'<en 
e~pendcd on a peHertificate basis in the 
maint.nance anJ operotion under the Com­
mission's group insuronce policy thali had 
bttn expended under oth~r group insurance 
policies issued by Shcnando.,h, 

We found also that the risk<hal'ge rote 
h.U r<mained un,'hanged s:nce 1956. although 
in 1961 Ille Commi<Sion had authorized 
Shenandoah to ~t3in 3 contingency reserve 
fund - curr<ntly 56 million. or about l-ye:1l'" 
p",n:iums- to provide for possible adverse 
fluctu3tiOr.S in tuture ctufl:.~ under the 
policy. 

In 3 February 1968 «port to the Execu­
th'c Din-ctOf of the Commis.~ion. we recom­
mended lha. lhe Commission (a I requ<!St 
Shen.ndoah to re,is< its method of distrib­
utin\!. expenses under t!le group policy with 
:he ,-jew of pro,iiling a more equil3ble basis 
for >llocating di=t expenses and .Iiminating 
the method of reimbursing Sh.nand03h for 
indirect expenst'S through a fixc-d percenlage 
of direct expenses .' nd Ibl look into the possi­
bility of obtaininr: an appropriote rc-duction in 
the risk charge in v;"w of the 3\'ailability of 
the contin~.lCY reserve. which was not in 
uistence at the t ime Ihe rislc charge was 
tstab!i<hed. 

The Ex ... " ,tiv. Director advised us in 
o.:tober I %8, that the CommiSSion had 
entcrc-d into an ':nemert with Shenandoah. 
eITective Januory I. 1968, 10 combine the risk 
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charge of 1.5 percent of gross pr<miu"", lI .. i th 
the provision f:>r allocation of both direct and 
indirect expenses. which amounted to about 
I. 7 percent of gross premiums for calcndar 
y= 1967. into one retention rat~ of 1.15 
percent of gross premiums. which would 
reduce Shenandoah's rotenti<'n for those items 
b)' about 30 percont. We estimated that this 
action would result in savings to the program 
of about S57.OOO annuaUy. iReport to Exe.",­
live Director, U. S. Civil Service Commission, 
February 19.1968) 

197. METHOD OF COMPUTING 
INTEREST EARNINGS ON C' .'NTINGENCY 
RESERVE FUND-In Fobruary 1968 we 
reported to the Executive o;"",tor of the 
Civil Service Commission that certain insur­
.nce premium funds paid by the Commission 
to tbe Sbenandeah life Insurance Company. 
linder a group insurance- policy covering 
former members of cutain Federal 
employees' beneficial associations. bad not 
t><en considered for the appropriate period of 
time in the computation of interest earned on 
contingency reserve funds. As a r.sult . pre­
mium funds equivalent to O11e quarlerly insur­
ance premium. which ave-raged ,bout S I.S 
miUien in 1967, did not e-arn inte=t for a 
period of about 6 months during ca~h pohcy 
ye-ar. 

We IttOmmen<!cd that the Commission 
request Shenandoah to re-vise its method of 
computin,: interest e3rr.cd on the contingency 
rc<erVe funtls to give dppropri.te effect to the 
full time du,;ng which insurance premiums 
under the gruup poticy were available to 
Shenandoa!t. We recommer.Jed also thot 
Shenandoah t>< requested to rO<."Omputc the 
interest eamings for appliable prior years in 
accordance with 'lUch ~d methO<! and 
make approprizte refunds to the Commission. 

The Commission's Executive Director 
advised us in Octobe-r 196'1 that Shenanlloah 
had agreed to make appro",;ate re-vision in 
the method used for computing intere-st on 
the contingency reserve funds and that adjust-

131 

ments would be moJe retroact ively to 1961 
when the" ~ontin!!~r...:y reserve fund was ini· 
tially a"thoriz<<i by the CJmmission. 

SbenanlloJh subsequently paid 5243.840 
to the Commission representIng 3d~itional 

interest on contingt:'ncy reserve funds for 
policy years 1961 through 1967. We <sti­
mated that the r.:vise.! method for computin~ 
interest would result in potential additional 
interest earnings to the t:ommissiC"n of about 
S39 .000 annually . (Report to Executive 
Director. U.S. Civil Service Commission. 
February 19. 1968) 

198. INVESTMENT OF FUNDS IN 
EXCESS OF CURRENT NEEDS-Under the 
Govemmenl-\,ide Service 6~"efit Plan of the 
Federal Employees' Health Benefits Program 
(FEP), the Civil Service Commission remits 
subscription charges twice a month to the 
contractor who ""'" the f, \Ods primarily for 
reimbursing loca: Blue Cross and Blue Shidd 
~lans for benefits paid, making atlvances to 
local plans. and paying other allowoblc 
chJrgt:s. The cO" l'rJctor is required to invest 
all fun(ls On b. .• 1I that are in excess of those 
needed to di<c't:ltb'< promptly the obligations 
inct:m:d. 

He found th.t funds in excess of the 
.mounts nceded to mett current obliptions 
had not been invested by Ihe contractor. Our 
an31ysis of the contractor's fouT non·inttfl.."St· 
bearing checking accounts nuintained f('T 
FEP activities showed that the combined cash 
balances averaged S I 0 million a day d" .IS 
the period cO\'C'red by our review. Because of 
the substantial balances maintained in Ihese 
non·interest·belring checking accounts, we 
suggested that the contractor adopt a policy 
that funds in ,"cess of those nceded to meet 
current obligations be invested either "ith 
local bznks or in short-term securities. 

The contractor subsequently took action 
whereby the balances in the four checking 
accounts we-rc reduced so as not to exceed • 
combined tot~ of S280,OOO and tbe excess 
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funds were inve!ted. We e5tim.ted th3t the 
change in polky should produce add itional 
inter .. t incomo for FEP of about 5400.000 
annually. 

199. APPROVAL Of PHYSICIANS' 
FEES-Our review showod thai the BUI'C'JU of 
Employ«' Compens.t ion . Oep'Jrtment of 
l.:lbor. h.d not adopto.! an offici31 medico I 
fee sch'Cdule for use by its district office. 
vouchere-xamincrs in evaluating the reasonabl~­
ness of bills submitted by private physicians 
for their services perfomleJ for Feder31 em· 
ployrcs. In ccrllin States. where St.te indus­
tri:l1 commission fee schedul-=s were r~Quired 
to be consi.!ered by the Bureau voucher ex­
aminers~ we found that . in many instances, 
fees ranging up to 5375 more th3n lhe maxi­
mum 'amounts shown in the schedules h.d 
been paid without ",ritton justifications or ex­
pl3n.tions to support such pa)·nlcnts. In May 
1969 we reported to Ihe Congress that. on the 
basis of ollr review. it appeared Ihat the 
Bureau routineiy had paid all bills submilted 
and that ~J"' h voucher examiner h;ld relied on 
his own personal judgmont and past experi­
ence in approVIng such hi lls and di:! not h.ve 
an offici.1 stand3fd' for guiJ3n«. 

We proposed to the Secret.ry of l.:lbor 
that tho Bureau develop .ppropriate geo­
gr>phical area fee schedules for use by Bure.u 
voucher examiners in dt:'lermining the rcason­
ableness of the fees claimed for medic.1 serv­
ices and instrt in ("ach ca~ file an adequate 
justification for the payment of • physician:s 
fee that is hisher th.n the fee prescnbcd In 

the fee schedule. 

In hnuary 1969. Ihe Bure~u issued in­
'tructions reminding per<Onnel of their re­
sponsibilities to detennine whether medical 
fees are reason:lble and ," enter wntren Justi­
fications in the case rrcoNs when signifI­
cantly higher fees are approved. We were Jd­
vised by the Acting Assistant $ccretary of 
l. bor for Administr.ll ion th3t loc31 fet 
schedules. generally based on Blue Cross and 
Blue Shield rates. would be used by the Bu· 
~au for "~I~rmining the reason.bleness of 
medical fec •. 1B-157593. May 29.1969) 
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200. INCREASED USE Of fED· 
ERAL MEDICAL fACILITIES-In :a ""1"'rt 
su bmi ttod to the Congress in ~hy I ~". ,,~ 
point out that the Bureau of Em;"l,~'t'CS' 
Compensation. Oepartlllt"n: cf l.:lt-..)t. "'3$ ' 

makine no substanti31 effort to use I~ ,'\'<Illy 
avail.hle Fed ... 1 medical facqities i.'<: t!;or 
trcotment of disabled Feder31 emplo~~ We 
found that the Bureau routinely «I«TN .!i .. 
abled FederoJ employees to more e'1"'ll';''I!' 
private physicians and hospit3ls wit"-"': gi,~ 
ing consideration to using Federal tom. ... uls 
and me.!ic31 facilities operated by t~ \·.:tc,.. 
ans Administntion (VA) .nd the Oel'lr"""nt 
of De.fense that were loc.led in Ihe S1.-n(' ..", • • 

We estimated th3t the Bure.u ,,,....,1. h.,,,, 
achieved .nnu31 savings of a~ut S 1_ ,'-Xl.t 
just one of ils 10 district offices. if ,..",~ ",m­

mon type of disablement rcqulrin~ ~....,.loI­
ization had been treated in Fedcr31 ir::ste:o.J of 
private hospitals. We concluded that. Nlion­
wide. substanlial savings ",~re .tt."",~ lIy 
the Bureau through increased utdir .. t" ..... (If 
less costly. available Feder31 medical t:""'1liti<S. 

W. ",commended th3t the ikl'lt1llltnt 
revise its procedures to require. ",'here 
pr.lctic:lble. the maximum utHiZ3tion c.~o .I'·lat­
able Fede .. 1 medical facilities for ttt. tlIltnt 
of disabled Fede .. 1 employees. In J.l!'luuy 
1969. the Bureau issued instruct i...,,,,, 1'0 .". 
mind its personnel to make every t:-fr\."'1't t~ U~ 
VA and milit3ry medical facilities in ~"",'pri­
ate cases. We recommended futther lhAt the 
$ccretary dire.:t the Bureau to mal .. >d«tl\~ 
revi ..... of its field act;,,;ties. on • perio.1k 
basis. to determine whether the J.n\L,l~· I Q(-,Q 

in<tructions are bcin~ properly imrlom>c-nled. 
(8-157593. ~by :!9. 1969) 

201. R~IMBURSEMENT OF O'RUG 
COSTS-Our review showed th.t ~rtm<"nt 
of Labor voucher eX3miners we~ :a..~'nl 
disabled Feder:1l employccs' claims f,,<: reim­
bursement of drug costs with~' ~iring 
suffici~n t infonnation for properly ~·~~ting 
the reasonableness of the claims. R~tions 
by t!le Bure.u of Employees' Comper.s:ation. 
Oep:lr1ment of l.:lbor. st.te th31 ,_b.-rs 
must contain sufficient itemiutiC'Q 1<.' tlut 
the charges may be properly evalwted l\y the 
medical youcher examiners to dctc.-ftC'. ,.;th 
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reasorublt certainty. whether the ~hal"£"s Jre 
app~3te. The regubtions stJte Jlso that 
bills should be itemized to cJelrh' show dates 
of ~_lment. ch!lf3!ter of servic~s or su.-;,plics. 
an(f the amoun t ch.ll"d for each. • 

. In a May 1969 report to the Congress. 
we fainted out thJt. J t four Bure.u dist rict 
orrk\.~ we rcvicwtd 142 payments tor drugs 
'j!alin)! about SI3.~5S. For 49 "i the pay· 
~nts. t~e vouch(f'S cont :ti nl.'d th(' nlX'C'ssary 
infomution. but. for the: Tl.'maining 91. p.:1y. 
ments touling 56.91 S. the vou,h<rs did not 
sho'1 eiSier the des;:riptions or the quant ities 

• of t.h~ drugs. thus the .,,",cher pro"ideJ no 
~s ior determining the prornety "r the 
dailTt:h .. • , 

• 

We recommended that the s"q,· taty of 
Labor 'J irect the BureJu to require t~.t claims 
submitted by disaNed Fedelll em!'loy<es (ot • 
reimbulSil'rnent r!' tJrug cost!' be;:- 4OurtPorted by 
descri rrions and quantifies of the dru!!, pur­
chased'\o as to pr.R'·ide the n.~, ....... ' ry dotl for 
det~rmining the propriety ~f t r.,· .• . 11:11< :tnd 
the re3S0naQjcnl'SS of the drug rfl .... · ' . II " ~.:- • 
omml!'n..kd (urthl'r that the- S~I,.·n· L.n ;,,' \r lllTC 

with lh( Veter:ms. Adminislr:.1t h':: ( \ \ 1'-he 
'-"asib,lity "f,h:f,;ng the BureJu ) U: !",r:'l' Ji,­
abkd Pl.'de~1 employees to pllr\:~ .! ...... · r- ... · ... .... · ri~ 
tion drugs at contnet pricl.:' Ir ," :"I!1,"~:11 J I.· I~S 
which tuve pricinga~eeml!n h \\1:': \ '. \ . 

The Departl'hcnt of ,l..' ~" r '::'. ore" J with 
our ~poeaJ rtpnling the ,. ~'~',:' \l~ [.u n in· 
fornutioo nCCc."Ss.31Y to cta.h ,· r ;·w· ;It' rt..·. t .. on­
abkness of p~ption ana.: \ '.. i~ ~' \'OS[, 

such ~s salari\!'S df Burl! .. u: :· ~· f'.on" . .:1. of 
obtaining such infonnation " .1" •• ' ' ... 1.' ::'\,'d by 
the BUreau to far outweigh the ". .. I ~S of 
the rro,JlOsaI. We recommt:n r...! ~' .. .11 the 
Bu('C'au.~thin its ~nt statTI1'~. '"' Ilities. 
consiJ.:r the uSC" of statisth.:' ;,:..1· , :"· "I I! tech-
niqu('$ to strength~n conlf ,'\ 
paid for ;>rcscription drugs. ~ 
our opinion. woulJ not h.'\! 
staff. \&-157593. ~Iay ~9. I '),· 

' 1\.>unts 
' !tng. in 

.. ,t.; Jitional 

GOI'ERS.IfE.VT-Fl'R,V/SHt:[. IlVl .\/\'G. 
LODG/SG, ASD .1/£.4LS 

202. PHASEOUT ..oF E" r ~ oy££ 

HOUStNG UNITS-In a report to t t, \Jmin­
istr.tor of V.tellM Affa irs in Jul~ I .• ~. we 
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concluded t!'::lt it "''3S not ('conomkaJly fe1~" 
bl~ to continu~ th~ oper:uion of housjnf;: 
qUJ.rt~rs for nftnk~y p<rsonnd 3t th~ ~rry 

Point. ~laryl.nJ. hospital. We estimated that. 
On the basis l" the h<>spiral's fore.:ast oi oper­
ations for the IO-year period ending June _,0. 
1975. oper:.atin~ m .. lIn t~nance. and reno'·aUon 
costs for thl~ umts would ~xcrtd ~nl.J1 ~ .... '" 
nues by aoout 5S63.ooo. Our r"·i.",, also 
showed that sufti,.:icnt private housing "':IS 

a\,lil:.ible in the a.rc3 of the hospital to :.h:,,' l" 1Tl-­
modate the n<'nk.y employ<es who.,. r.ot 
r<quired by \'<t<llns Adm:nislrJtion \\,AI 
polky to r<Sid. On the 1l00pitai trrounds.. 

We rer..."OmmC'nJ~ that the Admimslr,1tor 
of Vet (: rans Aff,UfS tal J~tennin~ and.ju.tri.Ury. 
on an indi,·idu.1l \>",,;S. th< number of hooses 
ncoded at th< !'crry Point hospital for ~m­
ployees whu. unJer ..:urr~nt age:nl.."Y polh:y ;lmJ 
lt~gulations. arc not d('SI~3(ed key p<rsonnd 
bu t whose n.":$iJ(,:l~·e on lhl! St:J.tlon is n.."'<ntiaJ 
for effecti", "~rJtlon of the hospitJl and {bl 
plan for th< d" Slng 01 unn:«led hou"", ","b­
in .1 speciti(',j 11m< period. W(' recommt-'nd('d 
further th3t 5.imllJr 3~lion b~ tak~n .for o th(r 
V,\ hospitals t.'~rJtin~ housi ng in (\',,"\."55 of 
that r~quir<J under \'A poli.:y. 

In rt"SIX'n~ tl.) OUT report. th.: Ad-minis· 
tr.tor slat<d th.t .• lthou!ili VA "'oulJ n"t 
dos.... the h{\u~ng unit5. at the P(,rTY roin t 
hospi tal immeJutely. a\lLl force the employ­
~(S to le~n(' . VA IIltt:'nJl~ to phaSe: uut the: 
housing units .ss 1t ~·\""'Om~ un('c",nomk'31 to 
continue oJX~r.1unt: thc:m in the futun-. He 
sr3tl"<i 3150 tholl VA woult.! rontinu(.~ to n.",;C'~. 

its rcquin:m('nt'S f l.'r o~r:ltin~ qLUrten :Jt 

o th ..... r VA st.Jfi;O:1S ~nJ would phaS4!' out su~h 
qU3rtt:'ts wh ..... n the)' an: not n."'quin:d or ... ·:'"nOl 
bl! mJlntainl"'J on :1n (\",,-lnomiol basis. 

In Jun~ I G(,q. \'A Jdvised u< tb't l'Crt.un 
vacant quarters Jt r.,rry Point had been dosed 
and ~J.rm3rk,,-d fl."," dC'molition and that it " '3$ 

devdoping " !'<"; ... d policy on ret<noon of 
housing quartC'f'S ~n ... "'Onlpa.ssin~ the (ntire \' A 
system and in.:ludin~ such fal'tOrs as ju>tifi,.". 
tion for continu~ m;ainten:lntt exp.:nJlturn 
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and the determin3tion of rental r:ltes. 
(8-133<»4. July 3. 1968) 

TRA I"£L ADUSCES ASD 
ALLOk'.4SCES 

203. JUSTIFICATION OF EXPEN · 
DITURES ON TRAVEL VOUCHERS-We re­
ported to the Cll~irnun of the :-I.tionaJ Medi· 
.tion Board (~~IBI in hnu.ry 1969 that 
Ir.Iveler> h.d not furnished .dc-qu3te justifica· 
tion for c<ruin types of ex~nditures. which 
preduded a~n .. y officials and the certifying 
officer'S from nuL:ing an ~ffcC1jvC' review of 
the tr.:l\"C'1 \'oul.~he-rs On a numher of \'ou che-rs 
th3t we: examin('d.. \Iio(' noted the following ex­
penditures ",hi..-h .lid not contain the required 
iustiik.1tion or ~,pla.nation : (a) USc." of first­
cllss air =nu nil tnnsportJtion instead of 
co • ..-h. (b) use of IJXicaM without showing 
th3t such usc .... -;is advant3geous to the Gov­
ernment. (c) ",nting of hotd rooms for con· 
f.ren~s inS1<3J oi urilizing Government facil· 
itic-s. (d) t ips lor oo)l:!lage handl ing wilh no 
indit.."ation th3t th(' ~ggage containC'd Govern­
flYnt nutcri:U. J .. .'"l:d te) us< of comml!rl.:ially 
r('nt~d 3utomo~llN in~h:3d of utilizing Gen­
er.tl Sco"iccs Adminlstr.ltlOn n:hicles. 

In the t:<amplt"S noted during OUf review. 
t he ~rtifying ("ffi ..... ", h.d .pprO\·ed the 
,·oth.:"htn c\'C'n thou!dl they d.id not contain 
:.Jcqu:.t~ justific:..Don for the c'(pC'nditur('S 
daimed. OificiaJs of )I;~tB informed us that 
they .greed th.t .JJition.1 justific.tion for 
qu<"Stionable exrendJlures should be required 
on the tr'3\'cl onkrs wd thal ;1 ~n('ral tr.lvcI 
dil"l::'t:th'c would t.:: issucd to corre-ct existing 
",,,3knesses. They stated aJsc th.t )I;"1B hod 
t3kC'n a~tion to obt3.in Government drivers' 
ij,-.,nses for its <mployees to reduce the need 
for ."";Ir renl.ls.. \R<port to Cllairm>n. N.tional 
Me.!i.ltion Boar.!. January ~9 . 196'1) 

204. MOltiNG EXPENSES-In a re­
port 10 the Assisunt Secretary for Adminis­
tr.ttion in June I %9. we concluded th3t more 
effect;'" actior. "'"1.5 rc-quired by the Dep;t1l· 
ment of l.1bor to comeet its admi:tistr.ttive 
control ovcr rrimbul"SC'lTHmts for moving ex-
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~nses inc-urred by employees in connection 
with permanent changes of official station. 

During our review. we examintd into 
351 items involving S 187.304 paid for moving 
ex~nscs during fiscal year 1968 and we ques­
tioned 48 items totaling 514.105. The Depart· 
ment ad\'iscd us lh3t a number of recoveries 
were being effc~ted as 3 result of our ques­
tioning the itcrr.s. 

On the b.sis of our review. we believed 
there was a need for more .dequate under· 
st.nding of the I.w and regulations by re­
spon sible administrative. supervisory. and 
voucher :ntdit personnel. We recommended 
that claims for reimbursement for moving ex~ 
~ns<s b.: thoroughly scrutinized for com· 
plianc-e with appropri3te regul.tions of the 
Bureau of the Budget prior to submission for 
p.yment anJ that more emphasis be pl3"ed 
on S4:curing adequate documentation. t Report 
to the AssislJnt Secretary for Admini: tration. 
Department of l.1bor. June 12. 19(9) 

205. DESIGNATION OF OFFICIAL 
OUTY STATION-In our January 1969 re' 
port 10 the Cllairm.n of the NationaJ Media­
lion Board (N~tB). we st.led th.t NMB h.d 
incu=d S:I.317 in additional costs for travel 
and per diem in lieu of subsistence!' because 
the cfficiaJ duty st. tions of six mediato", of 
NMB h.d been designated as their places of 
rt!sidencc rather than 3S the places where they 
performed the greater port of their duties. 

1\ .. ~tB officials informed us th.t the medi· 
3tOrs' residences were considered to be their 
official duty stations becau~ NMB had no 
regionaJ offic-es to which these mediators 
could be assigned. We recognized that it 
would not tc economical to est:lbiis:h rc~..,nal 
offices. In accordance with related Comptrol~ 
ler GeneraJ decisions. however. we concluded 
that NMB should have redesignated the offi· 
ciaJ duty st.tions of the .. employees to duty 
stations where the mroiators performed the 
greater part of their duties. The mediators 
would then have the choice of rcloc.ting their 
places of residence or commuting to their 
places of employment at their own ex~n~. 

We recommended that the official duty 

..... ~,.-'.-
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stations for the six mediators be the princip"i 
cities where the mediators performed the 
greater part of their duties. 

In April 1969. the Exe<:utive Secretuy. 
NMB. advised us that the present system of 
establishing the home of the mediator as his 
duty station had proven the most ""tisfactory 
method and that he did not believe that the 
changes we sulll"sted would be in the best 
interests uf NM8. He cited the de.,endency of 
the case load upon actions of others and the 
im8l11:>r work hours of the mediators as 
f.ctor!' supporting the present procedure. 

In July 1969. we advised the Chairman. 
NMB. that we could not perceive how the 
dependency of NMB's case load upon the 
octions of others and the i=8\1larity of the 
mediators' won hours could have any signir .. 
cant bcarinl on where official du ty sta tions 
should be desiPl'lted. We stated that we could 
rmd no lepl basis which would permit the 
designatit'n of a mediator's home as his offi· 
cial duty station where the predominant 
amount of his official busine,..; is performed .t 
a different location. Accordingly. we sut­
gested that as long as the six mediators cpn­
tinue to perform the predominant portion of 
their worle at certain locations. their official 
duty stations be redesignated to those loc:t­
tions. We stared that such redesignations 
sho:JId be made within a reasc.nable period of 
time or we would have to take exception to 
future paymenls for the medi.tors· transpor· 
tation between their homes and their princi­
pal places of duty and for per die", while at 
their principal places of duty. (Report to 
Chairman. National Mediation Board. Janaary 
29. 1969) 

201. USE OF PERSONALLY 
OWNEO AUTOMOBILES-In our January 
1969 reroft to the Chairman of the National 
Mediation Board (NMB). we not,d that ow ... 
payments of SI.441 had resulted primarily 
from aUowinl reimbursement for the use of 
personally owned automobiles on official 
business as opposed to common carriers and 
from reimbursements for travel expenses iD­
aamd for personal reasons. We also noted 
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man·hours valued at SI.79S that should prop­
erly have been charged to employ .. s· I. ave 
because the hours repr-esent.-.l ex,ess trav" 
time incurred in travel status for personal 
reasons. We di-'Cussed the defi.;encies with 
officials of the NMB who issued 'ppropriate 
instructions to correct the deficiencies nOlrd . 
(Report to Chairman. Nat.'onal Mediation 
Board.Janu~· 29. 1969) 

PA Y. ALLOWANCES. ASD 
BENEFITS-GENERAL 

207 . PER DIEM PAYMENTS TO 
MILITARY PEnSONNEL 0"1 EXTENDED 

.' 

•• 

TEMPORARY DUTY ASSIGNMENTS-We • 
previously reported to the ~ong""" 
(8-153839 . October 16. 1964) that the Navy 
was incurring substantial unnecessary costs 
be<:ause prosptttive crew memb.ors assigned to 
ships under construction at rommercial Sllip­
yards were not being requin-d to use available 
Government quarters and ~ssing facililies 
and were b : ing paid pcr diem allowances 
instead. 

As a result of that rel'Ort. the Navy dis· 
continued the pr.1ctice in the Ncw Orleans. 
Louisiana. area and required the prospective 
crew members to use the facilit ies at a nearby 
naval installation. During a re~"t'nt survry \\'C 

noted that thest facilities had been c1",",d and 
that the pr.1ctice of pa}'ing per diem had been 
reinstated in September 1965. We unJcrtook 
a review to dctenninc whC'th~r consitfc:ntion 
had been given to the altemath~ of providing 
Government quarters and me";ng facilities. 
Our report on t.;e review was issued to the 
Congress in March 1969. 

We found that, altho:lgh loc'" omc;"1s 
were aware that the 1964 decision to close 
the facilities would result in the ~yment of a 
substantial amount in per diem. no studies 
had been made to drtcnnine the cost effect 
of ret..ining a small portion of the existing 
facilities for use by the pro.<pective crew 
members. On the basis of studies initiat.-.l 
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during the COUI'Sl! of our r .. ~\it'w. the ~3\'Y 

clOncJuded that sa'; n!" of about S1.7 million 
could b~ ",31iz<d 0\ <'r a -I6.".,onth period by 

.J"hbilitatin~ tilt: ~U3ft<tS and me~ing facili­
"'\;os' p""iously dosed at the. nearby nav31 
installation. A l."'Ontract was awarded in 

'~\'Cmb.or 1968 ior .the renov3tion oi the 
facili:a<"S ne'e'd~ to support prospective crew 
members.. , 

• Th~ • .:tions that the Navy had .. aken fol­
lo"';n~ our 196-1 n'pon did not indude cstah. 
I~ha.cnt of d )·c.:ri,·c .:ontrols, including 
af'propri3tc~ intt:m3..1 ~ti('ws. t'\.lr maintaining • ~ontinj.lc.."\J su rv~m3n ... "'e Q,°t:r paym~nts of P"!"f 
dkm to prospc!\:th-e en'\\' m~mbers assigned in 
the l'cw Orkans ""' • . It "''3!' no~ until April 
196 i that the ~:1\'Y issu~ instructions whicl1 
pro,·id.'d. in p"n. r." in':"'3S<.'<1 control '00 

• 

. • f' d ' • sU_f'\·~ill.3.n\.'"l:' (Wer (U~nlents 0 per Jcm to • 
N"lI I"'rsonnd on t<mponry duty assign-. 
mcn ts. (B.I S3s.9. ~brcll 2-1, '~9) • 

• ~8. C I V IltAN E M;>LOYE E~ 
LEAVES OF ABSENCE -We ",,;ew~ the 

. ' m:Jint~nani\'·cr k'Ji\~ of :lbS(" .... "\.· recoM~ .for 
civil~n L"1T'lrloy~ a t ~8 mfht3ry orgaml:l­
tions of the o<-r:tnment of O<-i. nsc. O~ n~ 
port on the f\.~·i(w \1."'3$ iSSUN to the Con~ 
in Fd.nury I ~Q. • 

• At"mosl of lhe '1F'~iutions included in 
<?ur ~~;C''''' .~ ~I!' found That the 3dministr3ti\"c 
controls o \'t'r th~ f\'"'\."'Orlls W~ not adequ3tC' 
for cnsurin~ cI(riC31 3C"C\..r:lCY or compH3nce 
,,;th applicable b",-s. On the NV. of our tests. 
we "'lim.ud that thc,,", orpnizotions avera~ed 
.bout'4.S00 errors .nnually ... ;th • monetary 
value of 'N>ut 54"3.000. Tn= ~rrors included 
instanl..YS in ... ,hich the ch, ili.t.n employees h::td 
b«n P\"('D more k3\'C' th3.n they ",·C'te entitl,,'d 
to :md instances in . ·hkh the t:TTOrs had d~ 
pri"ed the cmploy= of Ie,,'. th.t they had 
~.med. 

The :8 orpnizations included in our 
",,;tW consti tuI.'d .. <m.1l but ",,,,,,sent 'live 
pan of the more th"n .wo O<-partment of 
o.f".,.., orpnizooons in th~ United States 
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thaI maint:tin such recoRls. Thus it =ms 
prob.ble th.t the total ~rrors on a Depm· 
ment·wide basis would be IIUny t imes that 
disclosed by our re\iew. 

The errors could be . tlnOuted prim:lI'i1y 
to failure of management !o establish and 
operate :>n drective syst<m for identifying 
and correcting clerical ina • ...,-.uacies. A contrib­
utory Cllbe in some insunC'Q ..... ;3:5 the failure 
to maint:tin :1 complele fil" of the applicable 
administnth'e regulatio ns :>nd instructions. 
We found also a need for more emphasis on 
reviews of lea"e administt:ltion by the Anny 
Audil Agency and the ':t,), A= Audit s.,rv­
ice. as well :IS by the 10C3.I administr.ltive 
re,;ew groups in the Anny:>nd l'avy. 

We proposed to the s., .. .-rebry of Def.onse 
that : 

-A methc:xl be est~lished for identifica-
lton 0 ; clerical errors. 

• 
- Payro ll off ICes be provded y,;th the 

instruct IOns needoo to Pro.""I8'ty a::imin,. 
lSier J.:t..'VS and regulatrons .ao&.~icabJe to 

emplo~' """'" 

- Internal audit of ~ be int\."nSiffed , 

The Assistant SU~11ry of o.fense: 
(ComptroDer) stated Ihat <OICb milit:try de­
partment would ensure establishment :1nd 
mainten.noo of .dequate .-onfTOls to iMntify 
clerical errors and would ensure :tho the nail­
.bility of .dministrative ~tions and 
instructiom.. He st.tcd funber that his offict: 
would mainbin d~~ SUJ"\'C'iIl3ntt over the 
progn:ss .ttain~ by tbe milibry dep.nments 
in impro.ing ckric31 :lC'C'\1D!..'"'Y in ie3ve 3C­
counting. (B-IS:073. Feb=ry 7. 19b91 

209. NIGHT DIFFERENTIAL PREM· 
IUM PAY-Subsequent to our ISSU3nct: of a 
report to Ihe Con!!",ss in Fem.ary 1964. the 
Post Offict: O<-partment """'nd~ its regula­
tions to provide th.t city cklio"ery eme,.. ~ 
scheduled to report for duty prior to 6 :a.m. 
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only wh.n absolut.ly necessary and achiev.d 
annual savings of about 5 I 08.000 i:l night dif­
ferential costs by adjusting the starting times 
for ",.any such carriers. 

We reported to the Postmast.r G.neral 
in May 1968 that, on the basis of our follow­
up review at nine post offices in the Chicago 
Postal Region and our limited work at 14 
large !'Ost offices in other postal r-sions. it 
appeared to us that Ihe aClions la!:::! :'y the 
Department subsequent to Ihe issuance of our 
prior report Iud not been fully eff.ctive. We 
pointed out that. at the nine post offices in 
the Chicago Postal R'!'ion cO"ered by our re­
view, 1.162 (about 26 percenl) of the 4,436 
city d.livery carriers serving resid.ntial routes 
had be.n scheduled to commence work prior 
to 6 a.m. W. estimated that potential savings 
in nighl differential cosls of about 539.000 
annually could be achieved if these carriers 
started thrir ,"'Orkday at 6 a.m. or later. 

After ~ brought this matter to their al­
tention. officials of the Chicago Postal Region 
took action to ",duce the nig/.t differential 
,osts being incurred in that region. At five of 
the 14 posl offices wh.re w. had performed 
only limited ""ork, howev.r. some city de­
Iiv.ry carriers still were sch.dul.d tn report 
for duty prior to 6 a.m. 

We recommended that the Postm3St.r 
Gener.tl ~nd existing regulalions to provide 
more specific crileria for determining und.r 
what circumstan~s il is absolutely essential 
for city dcln'eT)' carriers serving r.sidential 
routes to report for duty prior to 6 a_m. W. 
~commended also that postmasters be re­
qui",d to justify. in wriling. to the regional 
officzs the instanccs in which they determine 
th.t it is absolut.ly n.cessary for such carriers 
to "'port for duty prior to 6 a.m_ 

The responsible Deputy Assistanl Post­
nuster Ge:!en1 inform.d us that. in most in­
stances. it ,"';lS unnecessary for city deliv.ry 
carriers serving residential areas to report for 
duty prior to 6 a_m. He stat.d that his staff 
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would look into the apparent ne.d for im­
pro\'c!d rnan;J:gement controls nod that our ree· 
ommendations would be considered. 

In July 1968 the Deputy Po<tm.ster 
G<n«al advised us th.t .ction h.d b.en taken 
to reduce the cost of night differential p.y for 
city dehvery carriers serving rcsidtntial routes. 
On the basis of information furnish<d by De­
partment officials_ we estimate that the action 
taken will l\."Sult In annual savings of about 
5128_000 in night differential costs. We were 
advised also that action had be.n tak.n to 
improve the controls over the use of night 
diff.r.ntial pay on resid.ntial routes. 
(8-114874. May 2.1968) 

210. PAYMENT OF PER DIEM-In a 
lett.r report to th. Commandant on our re­
view of the per diem payments mad. by Ihe 
Coast Gu:rtd to :advance crew memhers of 
nigh-endurance vessels constructed or under 
construction at Avonc.lale Shipyards. Inc .. 
New cr.lelns. Louisiana. we pointed out the 
need to establ ish procedur.s requiring fL'Spon­
SIble offidals to consider alternative methods 
of prmi d ing quarte~ and messing facilities for 
personnel on .xtended te.mporary duty prior 
to aUlhorizing the payment of;>er diem. 

We noted that the advance crew me~ 
bers for six vessels. while assisned to Avon­
dal.. w.", authorized the payment of per 
diem in accordance with the provisions of the 
Joi:.t T"",eI Regulations. We found th.t. prior 
to authorizing these: payments. the responsi­
ble C03St Guard offici.l. h.d not adequately 
con5.idC'r~d. !tor were (hey required to con­
sid~r. alternative and less costly means of pro­
viding quarte~ and messing sen'ices. We 
noted. however. that the Depart:nent of the 
Navy required that considcrJtion be given to 
a1temauv. means of providing quarters and 
messing services for its advanc..' e crews on 
temporary duty prior to authorizing the pay­
ment of per diem. We noted also that a Navy 
crew a'\signed to 3 ship undrr repair at Av('n­
dale had recently used avoibble commercial 
quart .... and m.ssing facilities in relatively 
dose proximity to til. conlraclor's ya' d. 

--
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We believed that. if the responsible Coast 
Guard officials had been req:Jire!! to use alter· 
native mtans of providinl, quarters and mes­
sing .services to these cre\Ao'S~ such as avail3blc 
commercial faciJities. substantial savings could 
have re.,n T<alized . For example. on the basis 
of costs recently experienced by the No,'y. we 
estimated that. if the Coa.' t Gu.rd had used 
available commercial f3cil ities in rel3tively 
close proximity to Avondale for housing and 
messing the advance crews~ the costs would 
have been reducrd b}' about 58 percent. or 
about S 152.000. ~loT<Ovor. with respect to 
the :tS..~ip:nm'l!'nt of the adv:lt\ce cr..;· .... 5 for the 
~maining three vessels. v.."e C'Stimale" that S.1V­

in:.;s of about S5~,OOO could be -.atized if 
3vaibblr commrrciJI faciliti.:s were used in 
lieu of the ;>aymcnt of per wem. 

We recommended to the Comm:wdant 
that appropriate instruc rions be issued to re­
quire responsible officials to consider alterna· 
tive methods of pro,iding quarters and meso 
sing f,cilities for personnel assigned to t~mpo­
racy duty at stations for extended p<riods of 
time and th at justifications be submitted to 
Headquarters in all instJ.nc~ where: per diem 
is autho rized to be paid to such personnel. 
The Acting Comm3ndant agrttd that savings 
were possible and stated that definit ive in· 
stn: . ,.~ms we~ being de\'C'lo ped to provide 
that responsible Coast Guard offit'i:lls !p"e full 
consideration to alternative methods of pro­
,' idill ~ quarters and sub~,..tC'nce for pef"'"Onnei 
assigned to extended periods of temporary 
duty. (8-146898, November 6 . 1968) 

-' 
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21' , MAINTENANCE OF ATTEN· 
OANCE ANO LEAVE RECOROS-Our re­
port to the Commissioner of the District of 
Columbia in January 1969 on p'y, time. and 
leave operations in the D;strict showed that 
th r.re was a continuation of previously 
reported weaknesses. . # 

I n the Recreation !)epartmen t. errors 
were found in 75 percent of the time-and- • 
attendance r<cords for 92 emplo:iees. Ther~ 
were also numerous discrepancies in the 
annual and sick leave balanC'eS in the tim~ 
·and·attendance records of the lkpartment of 
Buildings and Grounds. The time-and·attend· 
ance records of certain employees in the 
Recreation Department and t~ Board of' , 
EducatiC'n showed th.t. at various times. the 
employees were on duty at two different 1Oc:t­
tions for the same period of time. Since fiscal 
year 1965. Distri,·t internal auditors have 
reported similar discrepancies and h .. e co .... 
cluded that no significant improvements in 
the accurncy of time. pay. and lea"e records 
have been accomplished. 

We su~sted !~3t the District ofColum­
bia Governm"nt in t<nsi fy its efforts to 
improve the administrat ion and supervision or 
employee time. pay. and le3\'e operations. 
Our susgestion was concurred in. and on May 
13, 1968. a memornndum was issued to the 
heads of departments and agencies emph:t­
sizing the necd to stren!!th~n time. pay. and 
le3ve administrJtion by incn:3SCd supervision 
and t r.uning where needed and by impro,'ed 
intemaJ controls to (nsure more accurate 
records. (8-118638. January 3. 1969) 
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• AUTOMATIC DATA PROCESSING SYSTEMS 

ACQUf/iI,lON OF AU1-0.IfATIC 
D .... TA PROCESSING SYSTEMS • 

~·'2. IN T ERCHANtnABILITY 0 F 
COMPUTER COMPONENTS-In June 1969 
we reponed 10 Ihe Congress on the r::sults of 
our s.dy ot Ihe acquisition by Federal .;;en· 
ci ... of poriphernJ equipmenl for use with 

•. Auloma tic jJa13 Processing (ADP) systems. 
The repbn pointed oul that il \A'a< common 
or:l&!lce for Govemmenl ADP managers to 
~btain all rcqt.ired ADP equipmenl from .om· 
pu"r systems manufacturers e;fen IhL 'gh 
C'Cn,in it.= of equipment could be prolured 

timated Ihat the rl""h= cost of such com· 
ponenL<. then boing ;e~,"d for about 550 
mHlion. from the system! manufacturers 
would b. aboul S~50 million: whe",JS the 
3cqui.iition pri(.'e for similar compon":!lU from 
.. n aitemativ< <ouree "f supply pro:,.bly 
would b. about S 150 million . a Jiff<n·n..:. ,,~ 
about S I 00 mil!ion . However. Ihe j'Olential 

• S3vings must be evaluated in hi!ht of costs as­
sociated with combining the components into 
a totJJ computer syst~m . 

The report contained l~i!' recommen­
dations Ihat: 

more economicaJly rrom the original manu- t ., 
fmcturers or from :tltemau SOUIreS of ~pply .• - T he head of each F _al "I)enCY take 

action to implement steps reQuIring re-. 
placement of 5e~ com('Of"Ie:"lts that 

can be replaced with mon!' economical 
plug-to-;>Iug comoatible unIts.. 

• 
We id~nti!ied se\;,cltd compulel com;><>-

• neRts thai wtre di'",ctly I'hterclia~eable 
(plug·ta-plug ~p.tib"') with certain other' 
s~-sttms manufacturer; l.-omponents and weTC 
3,,,ilable at ,<ut>slalJtial 53,ings. We found Iha 
" nbmber, of t-:vate orpn iz3tio,¥ had in· 
sullej available equipmenl of this lyre and ~ 
h3d a~hieved substantial savings. Yet we • 
found only a few inslances where Federal 
3~ncies had availed the"""lves of Ihis eca­
nomicaJ.me:u~ of acquiring corr.iJutrr compo-­
nents. We hpre.sed Ihe ~i<f that central 
.geney leadership C9u1d provide impelus 
~:hich would achieve similar S3\'ings in the 
Federnl Govemmenl. 

We e~ma~ed lhat. if plug·ta-plug com· 
patible components wtn: usa:d to replace 
similar components rented !"y th.: Govern­
menl .• nnual s.vings would be at le.SI S5 
million. If such components were 10 be pur· 
ch:tSed. savings would e.ceed S23 million. 

We .. presstd the belief also that. in ad­
dition to the estima ted savings in acquiring 
plug-la-!'Iug compatible componenls. savings 
ue .Iso 3V3ilable in the aoquisilion of 
nonlllug·to-plug components from so~rces 
other Uun the systems manufaclurers. We es· 
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• 
-The Bt, reau at the Budget. arC the G~n 

to uti Services .l.dr",,.nl~trat llJ" provide 

mOlt! specifiC 9 .delln~ tor the (-valua· 

t ion and seit.'C llun of plug ·to {'Ilug I'om. 

~"'11b 'e equipment and for ot~ compo. 

nents. 

PEnding the Issuance of $pt!(lfJC PO'~ICS. 

the tac lars de'SCnbed In Ihe teport be 

used bv FedC'l'~1 ageOCh.'S to evdlu~'''!' 

allernate SoJUICes ot AC? l'QU lornt'nt. 

.nc:t 

- .:":'~'lULh as rh ·rd carty le~l ng dl'range­
menu ~nefalJ't' ft~lt In sa-. I''ICJ! .n com· 
oarlSOn w l 11"1 rentJI iWra~P'(, lJVd ll 

able from eaUIO'ntmt "' .d l~ , .f....- tur!,.'f\ 

the head of eiIC h FederJI dI9'-'nC'V con 

s.ldet' th iS method of prOt uren"ll?nt wt'lt.'f'I 

PUrChd5e of the t'Quipment IS df't('f' 
mined nl)t to be advantageous 

The use of plug·ta-plug romp. lib!. com· 
ponent.s for Fe':oral ADP equipmenl is rur· 
rontly being studied by the (rl,neral Sen'ices 
Administrati"n. Prosent plans call for GSA 10 

study also the acquisilion of olher com!'O" 
nenls and poripher:li equipmenl from a11t'r-



; 

I 

nate source'S at a later date. We expressed the 
betid trat the GSA study is impor13nt and 
that it should be accelerated to pro"ide 3 l-asis 
for promulgating more specific policies f:>r 
the: guidan..:e of Fedl!f'31 agl"ncics in obtaining 
ADP l"omp,,~n-=nts from th( most economic.:U 
sour"e of ,u;>ply. 

In September 1969 our report was gi'<n 
sp.-cific considcr.tion by top F~deral ADP 
managers .3. t .3. confcn:n~e on the s..:lc:ction and 
pr.x:urement of computer systems by the 
Ft:dcral Go,,'(mment. The confc:n:nc~ """as 
~onductcd ::It Ihe Ft:dcr::tl Executi 'f' Institute 
by the Bur<au of Budget and was attended by 
\lffidals of ag(nc:es whkh were fllJjor users of 
AD? systems in the Federal Government. The 
report of (hI! ..:onfaen~e. whkh su ml11.Jriud 
the consensus of lh~ participants. ront3incd 
the following statement: 

- LectsOO Del"lohef'al eCH"IIPment co,...,pa.. 
neots In systems now Installed shouk1 
be rcolaced by comP')ncnts ava.laolf' 
fro ." l "'Ideoend~n l penf)ht"rdl IT\dInu 

f,,-turcrs or other soured It ItS d~ ti!f ' 

mined that Such components clfe co~ 
parablt.' CO'Tlpat lble. fe-hoole, Io-ss e.­
penSIve dnd can be adequatelv I""".) ,n· 

t elt r~ Similar conslder-elt lon shOut.1 be 

given ,-..hen add;ng to or modt'vlng 
eJttsring systerns These dctcr,..,.n.lt IOI"l'S 

should be :-.ade on OJ c~bV<a5e a,s.s 
In conSldet"'Ihon of (he parttcular Clr. 

cumstarw:es that eXIst. 

CB-115369 . June 14. 19M)) 

213 . FEASIBILITY STI'CIES PRIOR 
TO EXPANSION OF AUTOMATIC DATA 
PROCESSING OPERATtONS-ln ou r «port 
to the Attorney Gencf".1L Dcparun\.'nt of 
Justice. in April 19h<). we commC'tlt~d. on fa' 
t~ increased usc and expansion of automatic 
dlta proc""-,,ng (ADP) operations and fa"d~ 
ties within the Department without the b<ne­
fit of fc:.sibilit)· studies and C bl the posSlrlcac­
quisition of separate ADP f.<ilitics by t .. ·o 
constituent organizations. 
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We recommended thaI the Dep3ftr:lent 
establish a ccntr.ol ADP mana£"menr grouo 
r""po:1sibl~ for directing and eoorciJnatirg th" 
d",e)opment and operativn of ADP f.cilities 
on , De,,3rlment-wide basis. 

The Dep3I1rr.ent informed ~_ in April 
1969_ th.t cen tral ADP authorit)' had been 
assi!!J1ed to its om.:. of 'Iana£CtTh'nt Support 
for the 3cqui~iti(\n ~nd operztio:!oi ADPf3ciJ.. 
ities for the Department. excepticg only tt­
FedtrJI Bureau of Investigation. f B-16654Q. 
April 16. 1969) 

LT/LIZA TlO:, OF A £ TO.I/A TIC DA TA 
PROCESS/XG SYSTE.I/S 

~14. SHARING OF AUTOMATIC 
CA7A PROCE:'SING EQUIPMENT-The 
~ner.ll Savices Administration (GSA) is 
.esponsible for Government·wide administn­
tion of the comput<r-sharing prognm and Ius 
est:lblished sharing "change ... to save as dear­
i!l;;houses for information on 3,-;Dlable rom­
puter time and on nt'1.-ds for such time. As a 
part of this program. the Bureau of the 
Bud£et C BOB) fL-qUires that utilization reporn 
be submitted to GSA of comput~rs in tnc 
hlnds 0; Government 3gendc:s and in tbe 
lunds of those contractors whose fuU c0m­

puter costs are bome aiT<ctiy by the GovefT>­
m t nr u nder cost-r(imbul"SC'menr-t~"e coo­
tract.s.. 

The Dep, nmcnt of Def..-nse (0001 
instructions ror uuli73tion ~pc:tin~ af'C' c:on-­
,i<tent with the BOB requirement_ Thus W 
instructions exdude from the utiliution ~ 
portlO~ syst.m th= computer i3ci!Jties of 
contractOB who,< computer costs. are ch.arJ~ 
(.) indi.ectly to G,wernm<"t coSt-type c~ 
tnets. (b) directly Of indlre:-:dy to Govern­
m(nt fj,cd-pricC' "onmets.. or (c t to commc:r~ 

ci>.l sales. 

We believe th.t the Government may be 
able to obt,in ne."ded cotnputer So<:tViccs from 
tbose CO:1tr.ctors " 'ho Iu~e COSl-t)l'C CO& 

tracts but whose computers facibtits are DOl 



included in the co:nputer utilization reporting 
system and that sucb action would result in 
savings to the GO\·lmU1lent. Accordin!1i'. in a 
report issued to the SeC"'tary of Defense in 
March 1969. we expressed the view tru.t the 
Government·wide sharing system now applica­
b:e to Government 3SCncies and to con­
tractors who charge total computer operating 
costs to Government cost-",imbursable-type 
contracts could be extended to provide a 
clearinghouse through "'~ icn contractors hav­
ing com pater facilities . ' ·ailable could be con· 
tacted by agencies n<!eding such facilities. The 
cont:r:lctoJ'S.. as well as the Go"'c:mment . 
sbould gain by the increased .. tilization. 
Copies cf the report were furnished to GSA 
and BOB with a request for their 'ie .... s . 

BOB agreed .. ~.I.I the central tbought 
expressed in our report and stated ,bar the 
GSA was looking into :he rr.atter ;" its en­
tirety. 000 stated that it would coop.!rate 
"'itb GSA in its study. (8-115369. ~brch31. 
1969) 

215 . CONTROLS OVER USE Of 
CC:';PUTER AND AOP MATERIALS-Dur­
ing our ~view of the State Depart:ment's 
automatic data proc=ing (AOP) iunction in 
tb'! Regional Finance and Data I'roc-<sing 
Center (RFOPC) P:lris. Fnnc.. we I;)und 
internal management wnlfol system weak­
n.esse5 which enhanced til: risk of unwar­
ranl.od or unauthorized use of AOP equipment 
and endangered the >ccurity and inl.r:grity of 
AOP programs and Idated documenution. 

We found !h31 unSl.:pcrvised console 
op.!rators had acc<ss to AOP equipment and 
all documentation and nuteri3~ needed to 
operate the nmputer for unauthorized pur­
poses: administrative R'viC'"A's wett not being 
performed 10 ensure tbat employees were fol­
lowing prescribed procedures for .... edifying 
progr:lms and related ao:umentation: and 
essential documentation was in French and 
therefore :in imp;:Jin!ent to cneclive manage­
meOlt control and .... -icw crforts. 

14' 

The details of 'lur findings and specific 
:ecorlmeHdatjons for st rengthening ~eneral 

manage.roenr contra: ar:J communication 
;,:'ocess:!S were p~sented to the D\!puty 
l'n<'-;. Secretary of State for Adminis.ration 
in a report issued in January 1968. In a letter 
'-, Oclober 1968 the Ocparlm".-t informed us 
thJt action~ had bd-n tJ~en on s. me of our 
recomme_ndations: namc:ly (3) docume.,tation 
not essential for the oper.1tion of the equip­
menl had been removed from the console 
~Jtors' possession. (b) softwart" tapes wefe .. 
beL,g stored in the tape obrary. (c) pre>­
cedurcs had been :nS'tiluted to prohibit unau~ 
thomed personnel access to 1h~ t:"lmputer 
room during 'Ionworkir.g houfS. and (e) ~sscn· 
tiaJ documentation was bdng writtc~ in both 
English and French. 

In a letter in June 1969. the Department 
infonned us that. contrary to specific rcco~ 
mcnjations made in O!.Jf report. it wOllJd not 
insii tute . for all work shifts .• proceduTC 
" 'hereby prcgrams. documerllltion. and lap"s 
" 'ould b. a"aiIable to authorized p.rsonncl 
only for Ihe period of !ime required for Ihe 
cX1!Cution of 3 computer routine and that 
~ction to fireproof the lape library and the 
compuh:f room. as our rl!J>Ort al~o recom~ 

mended. had been deferred. 18-146703. 
January 31. 1968) 

216. IMPROVEM[NTS IN ·CON· 
TROLS OVER use Of COMPUTER-In 
~Iarch 1969. we reported to the Commi". 
.:ioner of Social Securily. Department of 
Health, Educ:!tion. and Welf,re (HEW) 1'1'1. 
during our rc:vicw ('If the Travelers InsuranCe! 
Company's activities as :I carric.r under the 
supplementary medic31 insurance portion of 
the Medicare program. we had observ<d the 
foDowi ng weaknesses in intcm:J:1 controls over 
the automatic data processing system for pre>­
cessing supplementary medical insurance 
claims that cOIlceivably could result in 
unauthoriI.ed usc of Ihe syslem for pellion.1 
pin. 

-ColT\?Uter p"ogram changes were made 
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without written CkJthorization or dOQJ-

• mentation for the changes ana lheir 
effect on the system. 

• • -I"'!ogram source decks, which are 
pUnched cards contai,., .. ,. ...... I1Puter 

" IIlStructWlns in computer .dr,Uage. were 
•• not secured but were.read.ly :wa,laole 

to unauthorized personnel. 

We ,is«:usscd t~~se matters with Travelers 
olftc.ials who ddviscd us that instructions to 
ir.apro\·e the intemll controls in these two 
al. h;t! been issued in September 1968, 

• • W. niCommend.d t1u1 the Social ~ecurilY 
Adminislr:;,ion (55A) requesll»e HEW Audil 
Agmc), or the 55A Contr.ct Perfqrmance 
Re\;t!w -Branl.:h to indude this area in their 

• 

• nl!xt 3udH at Tr.lvders and in their regultart 
reviews al olher carners. \If. reco.t.mended 
also t~ SSA emphasize 10 all earners the 
importance 9.f. a'" necessily fOl. ;dequate 
controls oyer },ledicare paymenls. t • • 

5SA official< ad"ised ... in June 1t199 
tr31 Impkn!l!l1t:l'tion of the inslructions issh"ed 
b)' Tr:l~e lers in con:leclion wil~ ou r rec0n:!­
ITIC'ndation for str;ongthening internal contTors 
O¥C'T the autor . . I t: d3ta processing system 
would be yerifi<!d by ~SA :egional office 
rC'prr~n ta\ivt:S during thc!;: next trip to 
Tt3\·tfers • head.'iu3fters . ..,e officials advised 
u. also th.t Ihe .. ;!equacy and effecliveness of 
flSOl intern-.edi3ric? int('mal con trols over 
MediC3f." pay:nents would continue to be 
",,:>IU3lro in the future by :he HEW Audit 
~ncy ""d the S5A C'Jnlrnct Performance 
Rn-iew Branch and that the SSA Bureau of 
He3lth !nsurant.:e was preparinJ! an instruction 
to all ftSCal intermediaries emphasizing the 
ir1')orunc(' or proper controls over ~fedican: 
paYrTl('nts. (Report to the Commissionl'r or 
SocCJ Securily. ~brch I~. 1969.1 

217. ADMINISTRATION AND CON · 
TROL OF AUTOMATIC DATA PRO· 
CESSING ACTIVITIES-In June 1969 we 
~ported 10 the Maritime Administrator. De-

• 

pu men t of Commerce. that during our review • 
we noted several areas needing improvement 
in the .dministra! ion and control of the Mari­
time Adm inistration's Automatic Data Pro­
cessing activities. These areas include (aJ con­
trol and usc of magnelic lapes. (b) procedures 
anJ corotrol. oyer classified dala. lapes. and 
•• !lort:;. (c) rcimbwsemenls for o:her GoYern­
ment agencies' U',c of Maritime's computer 
syslem. and (d) rccordi"K and reporting of 
computer utilization. 

During our observations of Maritime's 
computer room oper.stions. we:: noted that 
adequate written procedures for the control 
and use of magnetic tapes had nOI been dcyel­
oped and implemenled . We recommended 
that Maril ime develop and implement wrinen 
procedures to (a) improve t~~ "onlrols ov;r 

• .. tape U~ and stornge inclur!mg the establish­
Menl of retention date; tor all records which • • are stored v .. ::-;dgnetic tapes. (b) limit access 
to the tape iibrnry. and (e) provide for 
prompt return 'Of lapes 10 Iheir slorage loca­
tions after eO!ch us~ . In implementing this 
recommendati-:>n. we suggcst~d that conshJer­
ation be given to Ihe feasibili ty of i,lSt.lling a 
lape ' -Jull 10 improve p~ysiC31 control over 
magnedcta~ 

We not~d se\'eral weaknrsses in the stor­
age of m.~ .. .. .: tapes. punched cards. and 
rrogram document3tion containing security 
classified information . We also noted Ihat one 
of the com pUler operators. w;,o operat~d the 
compuh:r during processing of the classHied 
dJta. did not b:.ve a security clearance . 

We beli .... ved th:Jt Maritime had not re­
cdved rull reimhursemen t from other Govern­
ml.·nt Jg~nclt:'s for the use of jh computer 
~ystcm 3m' that M:aritimc"s computer costs 
had been o\'crst3tc.~d a.ld the using agencies' 
appropriations aUFJllcnled to the extent that 
reimbursements had not been received. We 
therefore r<commended I~at the Om.:e of 
Data S)'stems str<'ni!lhen h,; control over ndm­
bursabk use of it< computer system. 

We found that Marilime's utiliz.t.ion 

l!.O 



,.cords did not show all of the computer 
room activities which should be re,-;n.·.d by 
management as cart of its evaluatioG oi com· 
peter operations. We therefore reco:nmended 
that Maritime . to improv< the efiicie'lcy of its 
computer room operations. (a) pro-i<!: ad ... 
t3i1eJ s: hedulc for the operators and upe 
librarian sufficiently in ad"ane< of the sched­
uled starting times. (b) prepare daily sched­
ules and utihz3ticn runs on 3 compatible 
basis. and (c) identify all delays. id:e r--rilAis. 
and reruns on the utilization run . \,J. '~ ~eco", · 

mended also that the time dock l>e ....,d to 
record ali bl!'pnr:""'Ig and cnding l.1!"C-.'"S ior 
comput~r jobs and that manJg-:~nl TevXW 

the time cards occasionall} for handy.-Tilten or 
altered times and require an expi.a:13bOn for 
such changes. I Report to ~lantun" Ad;nini .... 
lrator. Department of Commerce. Jane: 24. 
1969) 

218. CENTRALIZATION AND 
SHARING OF COMPUTER FACILITIES 

- c \!fIJi" dep311ments dnd J[:.encu·s Ilr (he 
Di~lrict of Columbia Govetr,r:le~ t .. ~re 
:I.:q ring their own com;>uters or ""tor: co~ 
tracting for data processing ~r'Io"J.:' C"\ rather 
than using ."istin~ District computCl" facilJllcs 
to the extent t ~t time "''as 3VJlbhat on th'lS<t 
faciliti ... Additional unused time ""ocld haY< 
!><en ,vailab'. on the existing f:L1~ues had 
they hren operated at higher Ute> of em· 
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ornc)". _.tJSO there is a nct'd for impJo\'emC'nt 
in ce-ru!n ':'lmpu ter opa:ltions .. hkh ha\'c a 
b<:tri:l,; on the .ffi"ency of operations and 
which we resulted in some duplication of 
dau processmg. 

T:.e Management Office of the DiShict 
h.. ... r",>",nsibility (Of "laMing. Jevcloplng. 
dirxt"'~ and cocrd,"atm~ a program for the 
effe\. .... ..I'e usc of data pI'OC'C'S. ... lng systems and 
cq~i~nt in the S4:'\er:U agendes. AJthou~h 
ce:r'U!.'1 Improvcmcnts lIt equ ipment shanng 
ha,'c be<:J actuev<d. II hu t>ee~ difficult for 
th. !>!=~~.me •. t Office to fully d;"chaJ"!;e liS 

rC:Spo:1s;blh· ies for a cocrdJnat1!d dat3 proce»­
Ing pro-p:tm N:C'3use i .lOds for the program 
:If< L1I~ly budge:«1 and approved for the usc 
of tr..c c dJ\idu:. ' agencies.. 

We suggested to :>is tricl officials that 
th,..rC' ~:z.s a r'" ;d for morc particiJYJt ion and 
!J\a.-i .. !~ ",,1 compu a.: fa.t1uties :among !)i~tnct 
agclllCl:> and that the t:<Jdgcting for the fa,,:, ' 
ties 'lhou1d be 0('1 a Dbtn t-wide bJsi!; rather 
than .." individual ..,,""y basis. ~\'e .1<0 
su~tcd 3 need to ir..;n'Ovc thl.! efficiency of 
ccn .nn GOr.1puter syste-t:::K. 

O::ruict officials Z!'l"eed in ~en.ral wi th 
our f:ndin gs. and corrective actior.s were 
l>e,"~ uk.n, or planned. for expand.d coord .. 
nation of d3ta processL.'~ .and sh;s rin, of com­
puter ~·stem'. (iJ..I 667:J. July J I. ! 9691 



• 

• L 
,~ 

II 

-* 
t 

~-

" ~ , ' 

• 

.', 

• 

.;. . PROPERTY MANAGE~:-=NT 

• 
• COSTROL 0 vt:R PROPERlY " 
.. " 
• 219. ARM~ AND AIR FORCE SUP· 

'LIES IN EUROPE-In Augusl 19611 we 
issued a summary report on the movement M 
An\eriean Fo'ces from France (Operation 

• FRELOC) in 1966-67 (8-161507: August 7. 
1968). In that report we poinled oul tht.l . 

~ dting Ihe operatioq. control hod been lost 
• over large quantities of supplies and equi~ 

.' 

~n'l. • 

_ In a report issu<d 10 thl Congress in 
Ju'n~ 1969. we presen. :d details of t~e",r"b­
kln~ connected with CWltrois ever inventories .. 
in EUlcrc a. summariz .... in. the August I 96~ 

"-"'rt. • : •• • • 
W\ found Ihat conlrol cwor asscd mC\IICd 

!rom F".nee hy the Army .nd the Air force 
~d ~en insu!Ticicnt (0 (nsure that .... pmrnts 
wc~ ~i:ed .. the ct.lrnf:t destinations in 
th1 quantities "hd in tht: \,."'Ondjtion s~ificd. 
Th~ less of control 1'Ja.S,. in our opintDn. 
symplOm:ltic of a lon~"I>n.Jin, problem , Ine 
high inciden~e of eoro in tho <lock records, 
pae noed ~o move, ~r ot the <upplies .nd 
cquij;mer,t stored ."Fr.II" ... on sIIort noltce 

, hirnfichted .. he.magniluo!· u(the Ilock·",co"'.l 
Uu.."'Curad.:s. 

• 
The probl~n .. was further -:omplic3tcd by 

the.ck of advance infomution .)n sJ,!?mcnts 
at the new ~ce1vin~ stations.. tt.e los.; of docu· 
IMnts nmed for inspcctil.lr. 2nd :a:co..J"ting 
purposes. the 1.le inspo:ctio~ :)( receipls , II •• 
dela)'ed reco!'!!;ng of receiplS. and Ihe short 
period of tim. avail:l: ·1< 10 physicaUy move 
the Slocks. 

AI the COnclUSlOG of our e,..,RU",-lion. 
months ,afler Ihe move. ;1 appeared Ihat the 
Army slill did not know. with any deJU1'e of 
oertainty. the quantili~ Ioations. or cond~ 
lions of its inventories in Europe. The Air 
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Fore<. on th. other h.nd. h.d been able 10 

COfTl!ct most n: its ~tol.:k trl . .'OrdS bCC3USC' of 
the signifh:anli1 ~mallcr \'olumc of as.~ts 
moved .r.d t~ " prompt .<tion ,.f the Air 
For« to p~}' .,' ;' Ii;' inventory the assets atlhe 
n .... v JOc.:itions. 

In response :" the,., findings. the ikpart­
menl of Def,y· .n~"'mod us of Ihe actions 
t.lken after the C.".I' . • 1: ..... " uf our fieldwork. 
The: Department ,; . ..Itc-i Ihat 'he Anny had 
t:akC:1l stc:ps to ovcr..... ..: Its in~cntory conual 

prob,ems and Ihat tne , ," Fore:. for the .nost 
part . had aCCQU(h t·, j lor it~ in\'cntoncs.. 
(8-161507 . June30 :<)6'-'1 

220 . ARMY ~UPPLtES tN KOAEA­
Our prior re,,-iews of suprty opcrJtions in tl:e 
Eighth U. S. Army in Korea hod , hown that 
subst3ntiat management improvements Wl'r, ' 

nccdc:1 to ensure that usinl:! unit~ timdy ob-­
t. ined neccS>ary supplies, In Jun,· 1969 we 
i ... ,ued 10 the Congress our repon on a foUow­
up o: vit"w. 

0ur follow ·up re"jew showed Ihal 
.,e.:ded supplies were still not being obtained 
~ .nd ~tOC'ked in KOrt~a in th.: pr\l~r quantities. 
L('c:luse of inaccut""Jtc and incompit:tc fmart­
dal and supply records. the Army found i.t 
difricult to (orec,ll'-;' , with 3. rC'3S0nablc:- dC'!'ft"c 
of accuracy. tne ,;nount of funds needed to 
purch ..... proper quantiti~> .nd types of su~ 
plies to support the milit.ry units in Korea. 

Ava;lablc funds wen: uSt"d . to .. great ex· 
tt~nt . to obtain supplies in sm311 quantities to 
mcd inJividuaJ r~uests of Anny units in 
Korea instead of used to obt.in I.rger quanti­
ties for d~pot S!oc~S. 

We made certain suggt'stions for im­
provement in the stock records and in the 
budgeting and funding procedures concerning 
the Anny in Korea . We ~~ted thaI the 
Army Audil Agency increase the scope of its 



r",·ie"' .. in I>,,1\·a. In reply Ih. Anny advl><'d 
us of 3~tion~ t.:s~en (\f "l.mnl·d ""'hl-.:h. if t'tf<"('~ 
live'ly &;:uricd nut ... -ill pro\'idc bctter contr",1 
1I;)"('r ~uprly 3nd fin.:mci31 managcm('nt 
malte". I B-16b~ I~. June 30. I Q691 

221 . CONTROLS OVER ECONO'\II­
C"LLY REP"'R"BLE EOUIPMENT-A" 
F"n.:e I'\.'t!ulations pn"'\il'~d for the return (\f 
cen.lin unscrvic~abk I":ms to dc:signal('d 
depob for n:rair if they ('ould no t bl! n:pain"d 
3t the Air FOI'\:I! baSI.! levd . The: rcgulati,,:ms 
how,,'\ ('f. r('rmi ncd the hast-'s to condemn the 
itC'nls :as :.~rJP if (3) they weI'\" beyond fl' p •. Uf. 

(b) r('''.1ir \.'1..'sb CX,,' l"('dC.'d hS pt."r~t:nt of n'~ 

plaCt'mcnt l(\~tS . .or h:-) tht.·ir \,'ondcmnati('n 
'A'lS ~f\\·\.·ail·J h~ arrh ... ·3bk· Uc.;hnkd On.i(,N 

Durinl! (\ months c."If tt~n 7. Au Fo rce ba",'s 
.:onJ(lllnnJ about So_7 million wonh or the 
t)'pt l\t ltl'ms d~~n.1t('d for rC:f"'3ir at (h~ 

d<pots mJnaj:ed b)' Ih. 11m'. Air ~laterid 
Are;ss indud .. -d in our ('(" ;-.!w. ~C' condc:mn,,3-
lion l\f :I substantial portio n uf thcslt ih.'r .)'\ 
was b..L~d. on i!C'll'munations tholt repair ~l~ts 
were <"\,.,\:,,,,,,1"( in n:lation tu rcplac~m~nt 

costs. 

W( t<sto:d 18 it.ms that had bt.n (00-

d(mn' ..... 1 Ii .. b=. and found Ih,t 5 I of 
them ""mid have b<-c'n rt'paif'e'd for amounts 
~",in~antly kss lh3n n'p3c~ment costs_ ~bny 
0" the condcmntd items wen.: in short supply 
,and. in ,om. c"",>. >clion had be~n 13ken 10 
pnxun:' ,II,Mitional it<ms_ Our report on th~ 
findinp "':;as is.~ued (0 the Congr-:ss in Octo~r 
1968. 

The primary rea..'i.On for improper I,;'(\n~ 

dcmn:stion ""':IS that m.lintenance personnel :.It 
the b"-<e< h.d m.d~ their delcnninations "'ilh­
out .dequ.te knowkd!", of depot repair costs.. 
procniur:s. and capabililies. We proJX'S<'d 
that the Air Force f'<!:U1.tions be revised 10 
require the bases 10 re(um the ilems 10 Ihe 
depol. unless Ihe b.<eS were advised Ihat the 
items are \.) not n~o:d in Air Force stocks. 
(b) obviously beyond repair. or (c) authcrizod 
for disposilion under Air Force techllia) 
on\(f5. 
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~ s.c~ lOdh,,-atl'd th:.at the- m..t~mtuJ .. • llf Imrl'l'p .. -r 
cunJc-mnat ll';"I'Jt, did not "'~rrant m'tnh,:tm~ 

the ba..~s to r1.:t ~ rn su.:h. Itl'ms to the .. k rc: .. t~ . 

Thl;" Air f~\r .. -.. ' ,t:.att:!'! . h~-,,,("\ .. ' 1' . thJt .. :cortJm 
n .. '\· i'l~lO !rt. ",' ,,'n: h"'inJ! rn .JJ.(' In (,,'I,tan!! 1'",,:ul.l­
lions to r,,'llt,;tr,,' I J i the r:.·~'nll1!! oj ~ I..ht J.tt.J 
h.>_ ard JJ.'J.'f\w.11 of th .. ~ ( , ""-I JJtJ hy" th<- tUm 

mana~rs rnl\1' () f.·onJ .. ·r.In.lUnn of th.'m. .. ~y 

the b.ts..· ~ and (h) t:stJ~ lt..Jlmt.·nt ('I J fl'\11.:"'­

board at ea.:h base to ~-lint,Jin ~un<:'tlhn,"C 

O"l' r ,-ondt:mnatlOns ba'<d o n \,.-('I'I\ t l-rit ... n:. 

We \"' ,,'f\.' o f Ih ... • 0rl~h'n th.lt Ih,,' .... " · .. 1.11-
III.'J rt"r;.ur 3 .. - tl\· ItI"'~ :.!f t~ ... · d .. 'pob ",'C'n' th\." 
only tlfg3nll.JtH1ns q U..llttkd III .. "'ittmJh· lh,,' 

\,.osh 10 f\' p.ur Il l"ms f~'r ... h,,-h the~ ",,,' r .. : n:, 
sronSJbk JI"!J_ for thJt t l' .1.'o\10 _ th ... :h-thln 
tak ... :l hy the Air Fon:< Vo llulJ ~-n ... ('IOI~ ttl 

red uce but ... nuld not ro:-,cnt impro~"r ,'"lO­
t.h:mn3tion t., f n;p~irabh: ,Urn,_ Wl.' th ",'tdM\' 
n:commend",'\J that Air F\.)!\~ I'\."\-o nsi l,kr ,,\ue 
propOSJ.l . In r .. '~ponsc . th .... AIr Fo r,· .. · f\' \ N"'d 
its tnstntl."ti,)Os to rrohlblt \"~r:J .. 'mna tlo~ at 
lidJ 1..: ' · ... 1 "'f ..111 items ""hk'h ~ f\:' d ... ... Ip1:.lt\o.J ~ 
bldn!! n:palr.Jbk and whld: hJl":: a umt ..: ~ ,~t llf 

S300 or more. (B-146i\74. O.:tob<r :3. 1""81 

222 . MANAGEMENT OF MAG · 
NETIC COMPUTER TAPE-At June 30. 
1907. Iho Fo:der:ll Governmtnt wa. or<ralin~ 
about 3.700 compuh:rs .It \-;1rinus 1000~h~'m 
throughoul the world and hod accumul.ud 
o"cr 10 mi!!,,,-,n reels ofnugnctk tape. ,-alu~d 

at about ~~t)() million_ t'o ~n'c tht."SC .. "Om-­

puters_ The m:tgnetic ta;"C' inventory of the 
Depmm.nl of Defen", - 3boul 6 million reds 
valued at aboul S I::!S mill",n is aboul 00 pcr­
cent of Ihe Govemment-"'14e 10131. 

Our re.-jew of the pr:1ctict'S of th. !)c­

pJflmenl of Iki.nse in Ibe procurement. " "'. 
and disposition of its tn:l!!"etlC compuler 1.1'" 
showed a n",--d for c.nlrallled manage"",nt of 
Ihc:.e operJlions. Allt, ~!'h the Ikl'aztment 
has !"'n.r:1Uy t'Sublish.u <t'nlralized control. 
over its automatic data proct'SSing oper.ations, 
it has.. in our opinion_ tOV("R in3deqtUte att-en­
lion to simil.r control. 0'''"' its m.gnctic I.pe. 



At thC' U:":'le ". our ~'tc''''' . ~he Au Force: \10'3' 
the onl) ~l" h.."e th:Jt h.td ccntrall,,:d Its m3n~ 
"tr('ment \,( t:\.I~neh' t.JPC Our repo rt on the 
rcVt('W " .Js 1( •. ·r~uaJ to the ('on~\ In Sc?-, 
ten,"", 1%11 

We h'lU:'kJ th .. t , 10 the lh~m:(' of c~ntr.sl· 
110' rt'..ln,,*,"1:':'nenl. hx~ nuhtary commands 
h • .l 

( .y- :,,- h!(J t.'C r£'Quofer-.ent1 ..... ' thoul 

~,..~-'t'e a~~~ a t ,~ Quant .tv of 
\ .,,: t U'" 0' the! t~ -e (.1""1 ~na 

~.> .4"-""l ~.c." "" .,nO'_1 did,...tQ ' fdt.· '~d 

- J : .. # ~ , '~ ., , \. ()....·, t\ ¥ld Ot1'l~ .J(Jv.,iO 

- .JoI'"'1 ,, " ~'tr.al .. ' ''lJ tJ r G-. u ferrnt.>f1 1 

..l., ..... "- ~!'«i Ut'~ Q · ........ t ' r.t,"S Of u y.!d 

~ ... A .~t h~1I1''9 ,t or a1t~,.'mpl 'ny to 

-"of\..C , t , ~ ... h" ,t to r fu rther ' .. te 

We (,,'lund .lhn that , in ,\umc C3\eS, no 
,p<"\7lf'k : .htr.,h,'hl'n.\ h.&d ~'cn C'"\tabli,hcd for 
Jct(,!": IUnir', ... hen t.lf\< ""as un~rvlce3bh: . for 
UI~rc.~r.t: ",t un)Cl"\h,,' ('ahk t:lpe . or for fI:port · 
U'~I: :an..! Kn:'('nln~ ).('l"'lcC"abh! excess tape for 
r'-~t--k- uv: h~ \'1thtn.. 

ThC' lkr-trtmrnl llf (kfens.: was In gt.'no 

C'r.ll .l)!ft'enl("nt .,th \'1ur rropos.Jls for corue­
U\'t ~":lll. .. 'n. l1u:' Ocp.lrtmC'nl ad,vlSCd us that : 

+ LI..-~.U,," \-,\'0\0"" be 9'vern ro con 
g"I .. ,utortg t...-e f\I1)(' u,ements 'hrOll<jh· 

.... ,"".1 1~ ~ ..... t ·,....,.....,t 

, S I0.A3..es YWQuU ~ ~ on the need fo r 

.. 1.... "' . .. ~ ... .,., Mlt'thod Of ('()mOut'"9 re 

~w~t1 t.,M' t..1Oe ¥'Id 1M nt'f'd lor 

guoOolf"lt.""e W'I tM control lind ute of tdpe 

Ul. MANAGEMENT OF NON EX· 
PE~OA.LE PERSONAL PROPERTY 
OVERSEAS-In !oI~n:h 1969. we reported 10 

the Congrc~ tha: there was 3 need for the 
Department (If Statt to impro\'(' Ib m3n .. ·~ 
ment and (on lro l o\'cr nont:xpc:ndable p<r­
,onal prop<rly IOCll"d at fo,",gn posts. The , 
'pccific 3re3S in ..... hlCh we noted (h.Jt impro"'C'-" 

~ 
mcnts were needed were : 

- F .n.l(\f .al ront' 0 Is 

• 

- I:k nt .f., atloll dnd dl!DOS,~n of e a. c.6S 
r,ropeF1 y 

- Procurement. 

• 

In addition. we nOled l need fo , gn:ate, 
internal audit survciJIan l.: c o .. 'cr this 3ctivjly by 
the Department. We ,"commcmkd that : 

- The Ocpar'""Cnt devdup drd ,rnple· 
ITIPn I a ~1 1, slxtOry nropel'ty ac. " ount ulCJ 

syS1t:'m that would I'Tle"!t the p r incip les 

dnd standards o f the COlT\['ltrollet' Gen· 
eral for prOlX'f'ty accounting. as set 

forth In 2 GAO 12S (e1, 11"ICt....d '"9 the 

basiS for control OVCf proper tv 

- The OP,pCll'ttnent b"':q our rePort to tnc 
atten tion at the approprl4te fOf e.gn 

DO'St OH II, laI1 and Instruct the-'n to re­
VItW their contto ls and proct:durt.'S ap. 

plicable to propety management and to 

repo" to the Oep.\°tmeot whether such 

contro ls and p roco..'urcs comoly with 
DP.t)CYtmC',l' rf;'gVlat,ons. 

- ApP;OOfiate foUow·up procedures be 
eslatlllshed to d etermine whether co'" 

rect ive action promised bV the foreign 

posts was actuallv unp$emenled 

- DetaIled and tunely site aud its be made 

of ,II aspects of prop<rtf ~I" 
foreign poU1 

-E ither the funds advanced to foreign 

post empovee HSDCiat;ons for ptOcure-

• 

• 

, 

• 
I 

• 

• 

, 



• 
• 

.. 
• 

• 

• • 
• 

• 

• 
.. -",,1 Of ;a't ","al orooertv tHe ~" ' '''' 

t)" r!icd or r1'le OfOpl'ftV [)ur, h.lSt<Q ~ 

I~cnt l t l eoj eM ~Ovetnmenl~ t"' f"(\" 

ertv Clna .nc.ludod ,n 1~ fo r" .gn :'<)~U' 
O' otJ'!r!y ,nvf:t'\10ry • . " D.:panmc:nl o f St~t( oflil,.",als .1,.:::rl'C'd. in 

~C:llI.:rJI. with ou r I1ndings and n..'~llmm(,l1da­

lions. and ,onC'C'th'l! :u.:tJO:1 ~ h.J\'C' b('cn taken 
., ,re p'anned . • 

Bj ai .. r.m dated ~or<:h ~5 . 1969. th~ • 
Dc~artmcnt Informc:d ~I dIplomatic and 

fltonsular POStS of our findings and recom-
d 

. • 
mc:n allons and instru(,ll'd all poiih fo n.'VH:W 
l· .\;.htin~ cun trols and procedures for non­
~ ." pcn~ab!( p~rsonaJ propC!rty an"llo take 
ncC'c~~ary :u:tlon to l'n~un: thJt p~S4: nbeti .. 
Department regulations are hUowt4. The air­
ttr.1m also s tated that ·Dcp3rt,nent IOll'mal 
3~dito~ ~ nd Fcrcif" Sl'rvic.c Ins~'tors ..... ould 
give special ~tte"tlon to control a~ monlgt:­
ment o f n"nexpe nd. ble r-cr.;onal property . • 
(B· 165867. ~Iarch I: . 1969) 

• • . ' ,h4.fMANAGEMENT ,CONTROLS 
OVER SALVAGEABLE ' MAGNET~C 

TAPE - Pursuant to our continulI\~ audit o f II> 

th~ Op<r3tiO~S of the United St. te> In form.­
tion Agency (USIA) . ..... c revicw,·.! ,<Iected 
opc~tion,p of the Intem,tivnal Br. .. .!eosting 
Service iIBS). at it' o~es in W.'hin~tun . 
D.C. Our revi.,.., was direcled I'rimaril)' to­
ward ascertaining ':'hether the IBS WJ< adl~ 
qualc:1r m;anaging its magnetic tap: an,'\;ntory 
and disp0S31 r~cords. 

O~ report to Ihe Director. USIA. in 
Cetober 1968. showed thot gener.llly the 
Technical Services Division o f IBS wa, per­
forming an effective tape salvage ol"'r.ltion. 
We notrd. however. that using acth'ltics dis­
carded ustd tape by pl.cing it ir. tr.sh bins 
rather t',.n in designated salvage bins. which 
reduced the effectiveness of the salv'ge opera­
tions. Conve~ly. Wt fou nd that c,,"arly non­
reclaimahle t.pe items had btcn shipped from 
the rday station in Greece to the Un ited 
Stales at an expenst that could have been 

3\'cided if rrllp': f .,.;: .~ ... 'l.:r.: hld uk(n r 1JIo.'C' . 

I:l Jddiuun . tht:!'oo ·Jupment \,.' f\.lWJ C'\1 stur.:~t 

3n:a.1j: and furtht.'r n .. 'dul.'c:d the' C'lTt: ctlv('nC'~ of 

the s.:ah'3gt:' operation. 

We hdh.·yC' th :1I thC'~ quc .... tu:'lnJbk prJL .... 

riel'oj occum:d. in part 3t It.'lS'. from J I.Kk of 
• fonnal Jlt,ll\,:h:s . .10<.1 lO,t nh.'th)ns con\.'C'rning 

the: ~rl·l.."l1In~ anJ '!!>.ltV;!}:'" uf t"r-: anJ n:1Jh'd 
i t~ms. , Whl.'n w~ hfl)U~t thl~'" math,'n. til tht: 
alte: nt ion of ISS offidal~, thl'Y 3P'\'~d tu 
~x3minl! inll\ t h~ pn'p.1r.ltl·\n C'f inform3 tl\'(, 
salvage: instru .. :tlun th:st would stn:'~ l'(f'ln('l m y 
t hrou~ mon: I.'lfl' .. :tI\'l' ,\'f\'('run~ and !U1\'.1g(' 

o f tape anJ IJpl'-rl.'i:Jll'd ill'm, 

In adJltion 10 thl.!' t11Jltl' " Ji'(U~,"'d 

aho'.'\!. our n.· · .. h.'W indil.·.1h.'d ;1 Ilc-cd fn r th~ 

." dl!\'clorment of Connal cril l'ri .. to hI! u~,,'d by 
technicians rc:rfcmnin!! taJX' rl· .. :I.lm,ltHl" and 
for impro\'l" ml~nt an h ()u,,,' kl.''''rll\~ oint! IIn''-lf(' 

• 
• 

(.:oouilion..; ill thl! -..J1\'a.!!~ 11.''''\1\ I,,' IJ 11'" \Irollfk­

room and in Iltl.' ISS slur;,.s~ 1.' ,tn.'a , 

When WI.' ~f(luJ!ht th ,,'w nul h'r: In Ihl! 
Jttl.'lIUon of IBS (,ftil,'IJh. Ihl'Y t, 'Ok I..'\lr­
n'cllYI.' actin" by h.l\· I1\~ fir", h .. ' ,lnh rl.'ll1ll\l'd . 
by having tht' 'h'r.1~C: ar:a h,' l'r)!.Inlfl...J , and h)' 
.... omml'ndn~ n'"",,'arch into rn'p"'r t .1~ '-lh'..I~c 

cri tena . 

SubsI.:qu,,'nt to the 1"'IJlh:l' nf l'ur n:­
port. the Dl"puty Dirn:tnr \,l l:SIA Infllrml'd 
us that thl.' uSt.'d t.l Pl' whl .. 'h had ~l'n pl"~: l'd 

in tr.sh bin, ha.! h<",n ,nJ.!wrt.ntly "b.:e.! 
tht'fl" in the l'llU~ of rno\',"!! thl! TCl.'hnic.l1 
Services Dh i~lon fmm lme: tk"JT ttl anot hl·r. 
Since fu nha 1O"i.)'k"ctlon' of th .... tr..l,h hln'\ did 
not rc:vcal any utha in(ldl.'nt of thl' ~IIHJ . he: 
concluded thJt thi" had h('\'n 3n i,ul..itcd 
inddt.'nt. In re~·:ard to the ,hlpm~nl of non­
r-:claima hk lapC' fro m ( ;rn',:e Il\ thl.' Umfl't.I 
States. he l'onduded th:u fhi, 113:.1 bl"C:n 3 , -:.1'0(' 

of bad jud~ment an~ he stal<-.J th.t stq,. ha.! 
bt'cn fak l"n to ~n~un: that ~uc:h an in ... ·ldent 
would n,.,1 be n.·rl'afl.,'lI . C R .. 'port to Dtrl"l.:hJr, 
USIA. Octo~r :5 . 191>8) 
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225- MANAGEMENT OF EOUIP· 
MENT - in..& June: 19(\\l ""f\tut I II t h( Seen .... 
t.lr~ . D.:p.>!, m:nt 01 1I,·.ll th. hlu':.ltlon. and 
Wde .. r\: I Hi: \\ i. ... ( r f\""o..Cn h .. ~ th< r .. ",ulh o f 
\lu r rl,\·jc ... ",f .:m IndlJn .l~'tl~ ~ 's J: J mlni, tra­
tl lI Il o f ,,·cr[..tm ,J~~". " tlf l' Ju~at l\>nJI projecb 
"hi..-h hJJ t-.c..· n fultJ ... J "nJ« IIt k I of t ho 
I k' l1h: nt,H) .:and S"'L'o nJ..I r} I JU~J.t h.\n Aet of 
I Qt. 5. 

\\\., h.'L.nJ that ~~' r:_Hn c'Iu l rnlcnl pur­
.. h.1~'LI "., Ith. tlt lc I fu ntls ('Ither tw ...t lx, 'n usr d 
Illf non-u:!-::- I OUq.)Q~l'" ("r h..uJ I\l U ~~n u.\t'd 
.It ~ 1I . \\ ~ ~' I'rl.'"'i."l'"cJ th.: \' l"lIl i,," (lu t suc h 
,,''lu l(llllCnt .... ,l"i in l'~ ~'~ u f the."' nC'..:ds o f 
Jlrpro \'l.'d nt ~ I 3..: th-ith.' .11 t he: a~l: n.:~ . 

W.: t\.'t-,"'IJ also th.u " J.hholl)!,h ,"\.~Izant 

"" nidals of t!le Indi.1n a~t\\.· y Wl'r(' .l\\Jrc that 
l.'qulpn~nt r-.m.-hascd \\ u h ti tk I fu nds was 
lx·in!! us",\! t"v non-tllk I l'u rpn:.-ot.">... t hey d id 
not (o"'I"kr th i.~ to h,," (,,'n trJry Il' the: t itle I 
t' n l}!ram n:,,'~l1n·mcnts.. \\ e :.-ou tl't.! ttut~ i n view 
",f thl.' Sl tU .. U I('In, found "tun n!! I.lUr l imited 
Te\ lt:w and :: '!1 c:" :J l"r a:rc:nt nu .. unJe" : J n •. hng on 
t h~ part I., f t h(' Inlii.m ..lp,"n",oy t.> i"ti .. -uI5 con­
~I.° m in~ t~ l"'C'qui rc.menb \.If the."' h tlc I pr~ 
!!ra m" \A,' \." t-..:- lt .:\·~d thJt t h.."re \ltM.1~ nl."'Cd fo r 
.t~t ion b~ t (' Onl~1.! of FJu~.:.a tl lln hl (ffcc t 
.tdhi."nm,,~ ('I prop-Jin n'qulrcmlll,:'nts with 
n.~,,"\: t to t-;, t)(' I equir ment purdu"CS a t thc 
a!-"\.'n,:y , 

w< n."'I.."\.'mm~nd<J 1h.11 thl.! ('t.> r.lr.li ssioner 
\..l ( Edu":.1tt",\TI tJ.kli! 3~n",'", to a$..'~ himself 
IhJI 'l'pru.,.,.le oCtki~ls "r Ihc Bureau of 
InJi.n Atl ... T> and lho.· Indi," "...,ncy are 
"W .. IrC of J.,"~ .af'( c.:omrl~ In~ with ttl<' t'C"Quirea 
m",' nt th;a t 11th! I funl.!., ~ u~,'"' only for 
~rrrov('d n tk I activitle.(. We re"' ....... mmcnded 
abo that tt-.a:- Commissil.)na ret.lut."St th( HEW 
AuJit Al""" ~' to sch.duk • .It on "" rI~' dote. a 
n. .... ; ew 01 utle I 3( ti\tl1d at the! Indian 
.~"n,-y. patt>..'Ulorly ""th n,sr<.:t to the pre>­
rn<t y o f cqt,lIrm<n t pur.:~ anJ u.<oS. 

Th. ("'OTImissioncr suk«uently ~\'is<d 

u.< th.t protIlIpt ",tion ", oulJ l>c ta\.."n to over­
",-Onlt: th~ wC'aknC'SS(S in :.ldministration 

15& 

«,...Ied in our «port .n.! that tho HEW 
A"d it Ascn,,' hl J b • • n nouli«l of our 
r l!('ommcndation relating to tC"' j (,w of t i t !(' I 
3(ci ... it ies a t the Indian 3~nt.:y. (S.I64QSO~ 
June 5. 1969 ) 

226. tMPROVEMEhTS ACHtEVED 
IN THE MANAGEMENT OF SUPPLIES-In 

July 1968. ' .. >ubmin<d > t"<'rort to the ('o n­
gress on our f'C\'ic: .. · or irn p ro\-cmcnts 3...:hi,,"'\·ed 
in the mana!",rn<nl of supr: .... loy the But"<'.u 
of Indi.n Aff.irs. lXp;lnrn<nt of th. Interior . 
Our review at t he Bun.-J:u~s !':3v3jO ;ltl\l 
Ab<rdcen Ar<. om, ... <h,'",~d th>t p" ........ 
.lures for rruint.inmg pror<r stod; k....-15 of 
school suppli<s h. J b.,.n .J<r",i.nt. ~.I\">jo 

Ar<. schools "'", re !"'o.r.ll ly <,rd<ring suprties 
witho ut n:r('ren~t to stocks ,,:1. tund. and nine 
schools had purchas<d supplies \".Iu«l .t 
.bout S I ~5 .()()() in <xc.,.. "I' n~ds. E.ch of 
th"", schools h.d .ccumul1t,-d substantial 
q uantities of supplies sufti ..: icnt to mt."ct ncn!,s 
t':lnging from 5A y.," to ~S y .. rs. In .JJ;' 
t ion .• 1 six o f the n ine s.:tkx,I< . • bout ~I.OOO 
books w~r~ in storJ~ an..! th~ pun:hlS(' of 
Jboul 1.400 rooks h.d 1-,,," ' ppro\'cd ",'bile 
books similar in type and numb« "'<rl:' on 
h.U1d and in c:x~ . 

We cc.nclud.d that ther\" ",,,5 • ne«i for 
(a) imprO\.'(!J in:.-o tructions f"" t dctcrmir:i ng the 
type .Old qu antity of suppltes to b< pun:h:JSed 
10 meet fu turo ""Iuorem.nr..lb) more .:"t;"·31 
n:vilo!ws by J..J\:'3 ofti~c: otlt ",'"'W:s of pun:h..:sc 
order justilkllio ns for lI< t<nnining ",-h<thd' 
those items rbnn.:d for pro.:urcm.nI3re "'",r­
ranted both as to type .n.! qu.ntity. (el 

improved pro.."'C'dUre5 for iJent1fyin~ C'x\.~ 

s tocks and for d is tributing them to other 
schools in n...-d of such st"'-\;<- .nd (dl \; p. 
lant s urvl' ill::tn~ by cC'ntnl office oflid3ls: 
o\'cr Ihe pro.:ur\"mcnt fu ncti.,ns dclq;:>l«l to 
the fi eld ofli,'c level. to ensure su h fun.:lions 
are. in foct. c.rricd out «X'nomic3lIy .nd "fr>­
d.ntly . 

In response to our lindinp .nd rro­
posals. the Bure.u took .... rion to impl"O\'e 
supply oper3tions.t its fidd Il'IC.tion~ Specif-



..... . . -

ic~lly. the Commission« of Indi.n Aff» '" 
issu~d ins tru(tJOns .0 allArc3 Difccto~ to CJ\ 

ukr specific 3~tion to n.'"\' ~.ll e".:I!'SS s to..·ks. 
Ib) provide ior dimination of e~c<ss stods 
by f('dlstribullon. and cd rro\' id~ fC'f ( o nsid· 
('ralion of sto .. ·ks on hand In conJun(l ion ""th 
nl!w pf"O(."UfTment. Also , .J.U Dh·i!.ion tll!ad oe:: 
and Bran.:h Chi~is in (he ~entr.tl o i li(C' "''t te 
informed th.t the suprly oper:!tion was J 

toul B" r<.u problem requiring .11 oilkl.lls to 
be ~Ien to any we3l;n= .n this 3rt3. In .ddt­
tion, the Bur'C3u info~ us th.:J.t an in\"(~~ 
tory of suppti~ had t-«n tllen 3t al! loe,," 
tions and th.t e:<,,,,,, sup;>ties h >J been 
redistribut~ 

We beliC'Ye th~ (\.')f'l'\"'I:tl\·e J.(t ions t:U.:l!n 
should si""ifi':Jntly imp""e the system of 
control to pr~""\'cnt unn('\."'(SSJ;ry or prem.ltufe 
procur<m"nt. (S-11~8('8. July 31. Iq~8) 

227. MANAGEMENT CONTROL 
ANO UTtLiZATlON OF CI)PYING 
MACHINES-In ~!ay IQl>q. we reponed to 
th(' Attorn.:y GcnC:f.d. [k-~ment of Justt.:e , 
on the ",-'nI. to tmprO\'c m.uugement control 
and utilization of the [A· p..lJ'"tm('nt's cop~'lng 

m.chin.".. We beli","e lIut. Iud .dequ3te fe:lSt­
bility stud~ ~n m>de t>efor< 3o:qui.<ition. 
the produ(tion (J;pa(lh~ of the cOPYing 
ma\.' hines would ha"'e b«n morr ,"OrTUnC'n­
surat,- with reproduction r<'quin:OlC'nl$. 

We concluded th.3t :annu:al s..l\·ings of 
.bout ~67 .000 could t>e re;uizcd toy ch3n~ 
in the usc and 1Ot.";Jtion of C~r13in COP)'ing 
nuchines :and operators.. 

We n:~ommc-n,ied ltut~ (0 pro,,".dc- m3~'" 

mum cffiden ... --y and ('\."'Ooomy in th~ Ok:quw.. 
tion :and usc: of C'Opyilt~ nudlines. the Attor­
ney Gcnenll.l ccntr3lile the tn3na~ement of 
copyin~ nuchines. (bl !u>'e adequ.te f=>­
bilily studies tn3de prior to the futurt .~quisi­
tion of copying m3chincs. and (0:) h"'e 
periodic r<poru pr<p3red to provide m3n.~ 
ment with the d3lO ne.-ess.uy to «;uu.te 
copying tn3o:hinc costs :uld us:tgc. (Repon to 
the Attorney Genenl. Ikputment of Justi«. 
"by ~6. 1%91 

. " 
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228 . PHYSICAL ANO ACCOUNT· 
ING CONTROLS OV~R eQUtPMENT-ln 
our ~'3fl'h 196'1 "port to thc J oint ('om­
mittce on At o mi( Enl!~ on our tl!\' ICW of 
the Atomic Enefl'Y Comm is.\ion·s C-\ECl poli­
ci~. pTol.:~dur('S. and pfJctk ... -s r.:btlng to the=' 
m::1n3gt.· m~nt o f equipment. we pt.lIOll-d out 
thJt AEC's pohl..·ic:s wllh Tt.'''pc'':l 10 IIc;,aJ­
quartcr.i ami tidd office SUf\'C'IUan(1;!' Jnd ""th 
r~~ct te" funding and CJpitJlllJtHlO pro"'idcd 
for sound m3nJg~ment o f '-°qu lpm.:nt. WI: 
nOlrd certain deficiencies In rra\.' (h:~s at .;ome 
facilities. ho w\."ver. which ind.,"Jud 3 n~d for 
AEe HC3dqu3rters. neld office . and con· 
Incto r property mlnl!!CmCnl p<r-onnd to 
.:xpand :md ImprO\'1: their .:qu ipm~nl suryC'il­
lane.: ~lClh' itiC's. 

Wc reportod thot AEC ol"'r3ting con­
t,",ctors und« the juri. dictio n of two AEC 
oper:Jl ion~ offkC'S had a..:quircJ som.: itC'rtlS of 
.:quipml'nt which \\o'e rc not cla..\Silil·d in "h.: 
acco unting records and rcpcrt!l. ali ~Jpit~1 

C'Gu ipfTh.'nt. althout:h Iht! itC'01S appc2.red 10 
m<-et AEe's .: nt~ria fo r ":3 pit ; ll iz ~lion. The 
nonca(,itllilat ion of t hcsl' itcmco rC li ultc:J . in 
o ur opinio n. from th.: (ontrJ \.·to r.;' failure 10 
prol"'rly impkmenl AECs pro.:edur,,,, for the 
dassifil.:at ion of equ ipment :s nd t o fo llow 
their own \.'~ tlbli,hed procc:durd, We .11';0 
noted that. 31though AEC in I 'l~ had ;ecol" 
niled a pTobkm in the Argon~c ~ational La~ 
OT3tOry'S disti : lgu ishin~ hC'twecn c.lpital and 
expense chJr~es in connc~tion with the z('ro 
gndient syn~hrotron accdcf'.Itor and had 
mJde efforts to ,"orr('\.'t it. th.: prohiem h3d 
not tJ"cn fully f1 ... olved at the time of our 
rC'·iew. 

AEes capit31u3tion policy 3t the 
!':evad3 T<s1 Site provided that property 
looted in certain fOJ"\\'lrd areas be .:xpcn'-Cd 
because it m.y b.: subjected to d3m3~e during 
nuclear tesl opentions. We noted th3t AEC 
pl3nned 10 construct a cafeteri3 in • fOrw:lrd = 3t 3n estimaled cost of a!>out S~85 .(\()(). 

the cost to be funded from an operating 
expense 3ppropri3tion. Discu.sions with AEC 
personnel indie3ted th3t the possibility of 
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" dim",,,,, to this building from tcst opera lions 
would bo! fairly remole. Also. because of Ihe 

• tc .• 1 ban trc3ty~ atmospheric tc"Stil]8 had not 
b«n conducled si nce 1962 . B.caus. of Ihc",e 
f:lctors. we suggested that AEt rcevaluatl! its 

·.·apitaliLation polOcy reg;mling properly 
locatc:tJ in forward areas. 

, 
• .Wc iound Ihat AEC's onsite reviews of 

c:quipmc:nt management activitit:'S of its fidd 
oOicl.'S and its operating contractors gl!'neralJ, 

• .p"a~d to be comprehensive in naturc. At 
• ",.-c:ruin .:ontractor Iol:ations. howcv~r. the 

ansI'" n,· .. \'iews. in our opinion., were too 
lilrutcd in number and/\)r.1n scope to permit 
ad,,<1UJh:' c:v31uations of the equjpmcnt man· 
19c:mc:nt 3~tiviti~s. ••• 

----

At one facility we leu nd tittJt there wa<' • 
n~cd for impro\'t'me'ht in the physic:!1 in\,t,.'n-­
to~ rro.. .... durjtS and practi ...... <spe{'iolly in: 
«·:;or.! t!' the l imcli n·<ss of tollow-.,ps 10 
1000 ... tc missing items. Also. we suggesled tlllt 
AEC"s in\'cntory-taking .... roct.'lhm.!'\ r).£o~ilc 

lhJt .l~n: may be ~jtu3tions whc:n: i\1would 
bc~ :hh ~.H3gI:0US for tht,."' op..:rating con­
trJ..:tors· IO\'t.'ntory tC3ms to id~n.iry ob\'':busly 
unu~'d or unus.abk items. Notat ions conceln­
ins su.:h itqT1s would pm"ide a basis for 
ncccss;!ry follow-u p r~vi('w. . -• 

\Ve <!~ussed o'r findings on funding 
and ~Jpiuliza t irm . physical inventory pr.ac-­
tices. and onsite n:"'icws with AEC', and 
adions have either been t3ken or agrwd to. 
whi'~' if properly implemented. should cor­
rect or improve thc ('onditions no t~d. 

tJJ..IMU1. ~ta"h 14. 19(9) 

229 . ACCOUNTING FOR AND CON · 
TROL OVER NON EXPENDABLE PER · 
SONAL PROPERTY-Our review of the 
policil!S. procedurc!S, and pr;)(:tkt:'~ rdating to 
the man"""ment of nonexpeml,blc pel'",n,1 
propert~ acquir<.! hy the Wa.<hin~ton hc.ld· 
quarters of the FederJI Highway Admin"lra­
tion. Do:l'-lrtment of Tran,portalion. showed a 
numtk:r "r weakn~~ in the acc.:ountin~ fur. 
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and control and utiliz:ltion of. none<pendable 
personal pr"perty . 

We noted. and reported to the Federol 
Ilis hway Administrator in April I %9. a ne"d 
for appropriate corrl!'Cth"c: acti('ln to C'nsure (3) 

,ompletc. aCcurJ le. and ",lia~le property 
",cords. (b) uniform accounting for property 
and a monlhly reconciliation o f property 
""ords with the ~enerol kdl"'r. 3nd (cl ad.,. 
quate control by property oustodi:Jns to pro­
\'iJ c: maximum utilil.l.tion and physic-.1.1 S3fc!"­

gU:lrds against unnecrss.3ry w:ute and loss 
resultins from thoft. deteriorJt ion. lack of 
::u.h.·quatc maintenance. and otht!'r forms of 
Jivc:rsion. We wen: informally advised that 
appropri3te corrective .lclion \1.'"3.5 being laken 
to correct the problems noted. (11-164497(3 I. 
April 30. 1969) 

230. STRENGTHENING SUPPLY 
MANAGEMENT FUNCTION-Our review 
confirml!d·prior (xJVd'\ions hy Federal Avia­
tion Adminjstnrtion's (FAA's) stlldy groups 
:.1S to the need for I11lna~~m<"n t action to 
strengthen administration of Ihe <upply man­
a~c:mcnt function in thl!' Eur\lpC:.ln Re-gion. 
Our review of a r:1ndom sc.·lection of n:p3fable 
and high-cost exp.:ndable items showed th.t. 
on the basis of FAA's criteria for est.blishing 
<tock k ... <I<. about 68 percent of the reparable 
items and 85 percent ofhil,'h..:ost expendable 
itt,.'ms rc:viewed exce-(d~d authoriz~d stock 
1< .. ls. We noted also that. be.:.= receipts 
and issues of FAA-own<"d in'"ntory in ~ust­
cdy of the fo;C'ilUl maintenance contr.u:tor 
w,-'rl! not being posted on a ti me-ly t'tasis to the 
in\'cntory .. tock c:lrds. the- n:':l,."'('\nls did not r('­
tll."\:( the: ,-"urrcnt iTwcntor)' :H the contractor"s 
pllnt. An cX:lmination of invokes for the 
o"echoul of thrn: c-n!'in, .. durin~ fiscal ye", 
I ~6 5 showed that FAA had I'-lid the contra<­
tor about S 15.000 for various quan:ities of 
ran, priced on the U.s. Air F"n:e in Europe"s 
sto.:k li.t at about 56.700. 

FAA officials in Bru<.",I •• t'X<"d th.t the 
control o\\:.r spal't'-i\3Ms in\'C'ntorit'S Won in 
n,..,d of improvement and sUted that steps 



would be Uken to romet the s>tult ion. In 
September 1967. the Assist3nl A"minislr:l1or 
of Ihe Europe:>n Res;ion informe" us lhol 3d­
dition31 monpo .... r hod been aUlhorized 3n" 
th.t a review of the in\'entory .1 1M m3int .... 
nmcc conll3clor's planl h.d been nude Ih.t 
resull<d in the reducl ion of Ihe number of 
line items by .bout 50 percenl. 

In Much 1968_ the FAA A"minis lrJlor 
sUled lhat addition31 supply sp«ia!ist posi­
tions had been .utborized ond lhol Ibe h<ad­
quarters logistics (un"",ion h:ad initi3tcd 3cllon 
to aid tht: region in imrh:m<ntlng cxist i n~ 

supply sy s lems .nd pr,'cedur. s_ 
(8-164497(1). Seplember 18. 19t>S1 

231_ MANAGEMENT OF STOCKS 
WITH LtMtTED SHELF LIFE-In a report in 
o.cembet 196i!. to tbe Admi nislr.1tor of Ger>­
eral Servic.,.. we pointed out Ih31 the Gener:1l 
Services Adminislr.l1ion·s I GSA -sl m.nal"" 
ment information syste:n did nOI show Ih. 
qu.ntity and ".Iue of d isposals (If deterio­
rated limited-shelf-life stocks. Allh(luj!h the 
rrgion3.1 officl!'\ nuintained mC'mof3ndum 
records of indil'idual stock dis!,<,<,>ls. no effort 
had been mod. to 3l-.:umul.1< lhis dolO and to 
apprise mona8"ment of Io=s being ine-urred. 
We concluded thot GSA wos not fu Uy '''':Ire 
of the (Xlenl of Ih. problem an". Iherefo",­
W3S not in a position to di~t :atttnho n tC' its 
solution. 

Therefo.... we proposc-d 10 GSA that 
d.la on disposals of Ii miled-s~lf~ife stock ~ 
accumulated .nd reported :as IWI of the 
man.gemenl informolion S)'St= so Ih.1 pro~ 
lem .= ma)' be idenlitie<l .n<l ne..-e<S:lry ,'or­
rective action taken. 

In May 1968. GSA .~ "" Ih.l. in 
response to our su~tions. action had been 
taken 10 improve Ibe m.n.~menl of limiled­
shelf-life Slocks. IS- 161319. D<ce.nber ~J. 

1968) 

232. CONTROL OVER EQUIP­
MENT-Our ...... eiw sh(lwed IhJl I~ finon=1 
and del:UJ.d properry records at t~ N.tional 
Aeronau tics and Sp.C'e .-1.d:ninrslnl i(ln·, 

\5t 

.' - ---.. 

C,ASA ·s ) God<l:trd Sp.ce Flij!hl ('<nler 
(GSFC) were incomplete: and. in SOnk' ('J;Sc!'S.. 

inaccurate be(';luSc! GSFC " '3S not comply in~ 

",,;th 3~nc)'wide: proptny 3crounting pn.,,-=~ 
durcs for controlling t'qu ipment and thai 
equipment was not aJ"'3YS rc:~"Ordl,.·d in Ihlt 
fUlJnci:t1 and del3ikd properly «CONS" h"n 
received. GSF(, h.d J n.-.:orded invento ry of 
S~74 million an <quipmenl .. , of o.:.:<m~cr 
31. 1967. whi<-h was k"'led at GSF('.md.1 
i05l3l13l:ons Ihroughoul Ihe world. 

Further ..... found Ihal GSF(, h ..... nOI 
taken action to loc-att' L~77 item~ of t'qulp­
menl. valued at aboul S 1.7 million. Ihat "ere 
missing .t GSF(, .nd at IJ olher lo.:.IlOO5 as 
onlarch 3 I. 1967. 

AI I hough Ihe need for better conrrol of 
equipmenl W:lS pre"Viously broughl 10 Ibe 
attention of NASA .nd GSF(, oft .. -uls in 
1964 by Ihe NASA Audil Div ision an<l COrTC\.~ 
tn'e action w.s promised by GSFC'. Ih< silu;>­
lion h.d not been fully co.rrecled at Ihe lime' 
o f OUT review p3rtly bcC;JUSt: of i n c:tT~th'~ 

follow-up action on the: n1lc:rn:JI audit find­
Ings. 

NASA og:n:ed with .nd initi.t<d ,'()"""~ 
ti,'c action on OUT rt.'l:ommcndation thaI it (3\ 

lake. complete physical invenlory of <qU II" 
m.nl. (b) record <qu ipmenl nOI pre\ iousIy 
m:orded. (c) determ ine the when:3bouts of 
equipment not loe.ted "unng the current .nd 
p""ious physical invenlones, and (<I) imp I".. 
m<nl the n.,~ controls .1 GSFC 10 
reoson.bly ensure thol equipment is pmpert)· 
3ccountc:t.1 for ::lnd ttut thl! data "'"(,:J1cd 
therelo is reb.bly rcporte-d. (B-1t>-I"'7~ _ 

Augusl :8. 1968) 

233 . MANAGEMENT OF MATERI­
ALS-Our re"jew of lb. procedures .r>d pnc-­
ticC'S foUol/oed by • l'Onll3clOr wilh Ibe :\a­
lion.1 A.roD3~tics '00 Sp.re AdminislrJtion 
(l'ASA) for conlr(lllin, mat.n"ls. indudinlt 
bigh<OSI comp"''' ilems. acquired for l'ASA-s 
Apollo prognm showed tbal compkle. <.'Vr-



renL and accurate data e~ntia! for effective 
nunagement were not readily provided . In 
o:ruin C~. accountability for materials was 
uck.ing completely . 

We expressed the op'n1on that .ccurate 
and tim"'y information on the stotus of 
tn3terW resources W3S essential if responsible 
nun:agrment officials w(re to confine in\"est­
~nl in m3h:n:t1s to the minimum .1tcess.:try 
for effective. efficient. and economical pr<>­
~m m.n>gement. Effective materials man­
.gement is particularly e=nti.ll f:: the 
Apollo program since .he tot.1 cost ofm.teri­
aIs will be in the billions of dollars and ceruin 
individual pans and components. such as 
those discussed in this «pon. cost tens of 
thousands o~ doll.rs. 

Allhou"",, several NASA ""'iews of the 
contl;lctOl's oroperty control system dis­
d~ :I number of deficic:r.cic.-s in procedures 
lnd praclke-s which wt'l'r rc:port('(l ;:0 the (on­
l ra<Ior. NA..'iA .pproved this systcm 35 being 
ado:quale 10 properly protect the IOUrests of 
the Go",,,,,ment. We expressed the bdid that 
:-': .-\SA should not have approved the system 
b<c .. use sufficient action to COTTC'ct t!le Jefici­
enC'it:s h3d not been taken. 

lower echelons in NASA had betn 
a"'""re of ",.ny of the probkms invo)"ed toul 
had taken no steps to inform SASA top man­
ap:m('nt. We ('xpre5SC'd the hdiC'f lh3t. where 
sirnificanl critical issues h3ve d"",lope<i 3nd 
resolution h35 not occurred within • re.SOn­
able period of time. the malt« should be 
l>mu"",,t 10 Ihe .ltention of top man.!"'rnent 
in order to dl("ct rt."quired impr\J\·cmcnu.. 

SASA stated its 3~ement \\;th our sug­
~tion th3t it issue Ope:":lhng instructions 
requiring property rnana!"'ment officials to 
alert I\ASA top man.!"'ment to situations -
such as those d<scribed in our n:pon - wh= 
corrective acti""s h"d nol rn,en accomplished 
a' the oper:1ting level on a timely blsis. Proce­
dures and practices were being rev~d 3ccord­
inpy . Subsc-quc:nt to our re\';c.w. the contra(.:-
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lor made a number of pro <%dural chan&es in its 
property managemenl system to improve 
organizatio:ta.l practices over the control of 
property. To ensure •• fly and continuee: 
improveme-nt in the contn.ctor's progr:un of 
ma"'rials managemenl. NASA arranged 10 
have its responsible field effice monitor prog­
ress and to repon qUlnerly 10 NASA Head­
quaners. This arrdngement. ""35 discontinued. 
however. after NASA determined th.t the 
contractor h:1d made sufficient improvemenl 
in malerials managemenl. (8-158390. Novern- • 
ber 8.1968) 

.IfAISTE.\'ASCE. REPAIR. 
ASD OVERHAUL • 

234_ MAINTENANCE OF REAL 
PROPERTY-We examined into (he feasibil­
ity of consauditing the eight sep3r:Jte rea! 
propeny mlintenance activilies operated by 
tho militl')' services on the island of Oahu, 
H:.waii . • nd the 16 in the area of Norfolk. 
Virginia. Th~SC' locations were selected for 
ex31l1ination because (he relatively limited 
geo!T.lphi::ti areas involved conuined la'l'e 
':oncenlTJticns of military installations 3lld 
facilities. OUT report on the e.'tamination was 
issued to the Congress in Augu<l 1968. 

On the b~is of our examination . we con­
cluded that ronsolid3lion of the main"'nance 
activities at the two 10('3tions ""'3S f.:asible and 
would n..··sult in economics. We estinutN that 
Ihe consoud."ons could result in : 

- A nnl-oll wvtngS 01 abOYt S3 4 millIon In 

ooerat ing costs I $2.4 mi llion on Oahu.: 
$')60 COO a: Norfolk t 

- Annuaf savingS in dl"l Indeterminate 
d'T'lOunt In revlac:ement costS few eQutp­

men. 
Release of eQUICrrw:nt valued at about 
52 2 ~,ll oOn for POiSolb'e t.J~ elsewhere 
1$1 r-.r\ hon on Odhu S12 mdllon at 
Norlol .. ) 

We proposed thol the 5.:cretary or De-

/ 

• 

" 

• 
• 

• 

• 



( 

• 
• 

•.. 

• 

• • 
• 

fco.'" ~onsider consolidating ",.1l rro;>eny 
maintr nance orpni.utions on O.lhu l:xl in 
the !'orolk an" .. .11 undor 3 ' In)!l" =:pger 
and t.ith supporting iub3Cti\'iti~ ~-; J: r;-ropri· 
ate. We propos.:d a\;o that the S"'~· con· 
duct" ,rudies at other Io..~tions h"~ large 
cO:1cen trations of mi! iu:,y insull.Jtior.:s... 10 
ascer.ain the feasi bihty of consoli.uuoo. We 
cited !'e~ Ork3."lS. Los Angel"'- SJtn Fran­
c is~. New York . :md W:lShi~gton. O.C~ as 
examplts of su~h concentrations. 

• • • In response. Ihe Assistant s..,,-reury of 

• 

O,,"<n5< (lJlSlal1aOOns and logist>.::s I 2d\ised 
us that his olfke had est=blished :In ' Inter· 
d~partmenbl commltt"". under the 9<pan. 
ment ol"'the NJ.""Y . to de\'elop rn<.l.SUI'eS for 

& 
effecting maximum ..:onsolidauons \.--n Oahu. " 
at Norfolk. and 3t o th"r loca"';ons "t highly 
concen~led milJt:uy ins(allations. We _re 
further advisc~ that."e comlilitt-1' est.1>­
tishing local int<ndepartmental commUte-e5 Of 
Oahu and at I't>rfc lk. 

The ,guoidewh5 pro\ided 10 L". loll 
~ornmitttes irf~i....~t\.'"\l that thL" \nst1.lb.tJon 
commanding ofrK.~rs in\'ol",:d wou14 d ecide" 
the extent of consol>d.1tion. In our report .... 

recommended that.deosions as to tbe e"ent 
of consolidation of real pro.-,,,nv m1mtcnance 
3ctivitih b.c !ffi3d-: o n tht ~; ~f inJCf'C!ldcnt 
' Iudics and th.~ ~dl deciSitns be mode bind· 
ing on the inst:.t.lbtiord in\·olved~ 

On "October 4. 1968. the Assist:&nt Secre­
tary of Defense t InstaIl3tions and Lccstics) 
advised us·that the recommendations ·of the 
local intendepartmenwi rom",;:t.,..,. ... -.x.;Jd ~ 
made binding on the ,"!olal1~tion:s l.."'!.-oIved 
3fter review and appro\"3.l by the ciliury 
departments. by Ih. I .... shinl'lon Inter.kpart· 
mental Committe-<. and by his office. 
(8-164217, August S. 1968) 

235. MAINTENANCE OF VEHI· 

C L E $ - Our repon on an e;uUer ",,-jew 

(8-IJ3~44, November 30. 196':' presented 
our findings that the Air Force and ~ Army 

couIe! sub ... tanlillly rt!'duce their ..::asts of main· 
tt:' flJ..n ... "1:: ;.md rf!pair o f \'C'hidcs if th('i~ opera­
tions ~'~r:: ~onductl!'J as ctrkicntly as those of 
th~ 1'3\'Y. In the rer-ort wr made :1 number of 
"'~":'ommend3tions for impro\'ing vchick main­
tlO! :l3n~~ op~"l'3.tions. 

In our ioLlow.up rc\'ic:w ..... e found lh:lt. 
• althoush 3ction h3d bc\.'n t lkcn 10 th~ inter· 

"cning yars to impro\'c nun3gem~nt . the Air 
Force and the Anny cculd rl.'d!Jl.'c costs by 
J.bou t S~ million a year if additional ~of"trols 
\I.'en: ~tablishoo h.> t"nsure that only ne-c\.'ss;a ry 
main [c:na~ce is performt"d . Our report on the 
follo w 6 up n:\' i~w Wa'S issul!'d ( 0 the Concn."SS In 

December 1968 . • 

'lai:llenar.cc ::osts of the Air Force and 
I·h" Army w~re high" Ihan the Departmenl of 

• D~f<nse goal . which the I'avy met. pnncipally 
: b«-:ausc: 3 larger number of maintcrunce flUn· 

hours ..... en: being. ~:\ pendl!d . We concluded 
that. in most in!lanccs. this was attnbutabl.: 
to : 

I-'~' o f military DerSOl"lncl (nrtmar rlV Dy 

the A ir Forr.e) 

- Too frequent p.erformance of prt"\-ent rve 

""'\d.ntenance. 

- Ouol;catic.o I of eHort ~ accu""-.: Iatrng 
n<:!eded data. 

Although the maintenance pr~m Oflhl 
Department of Defense appcan:d 10 pro\·ide 
adeqwtC' guidance. effectjve cont rols had not 
been ('Stablished to {"nsure unifonn inlerprc· 
t.tion and applicalion of the truiC:anoe. 

We reoommended thaI the Sarebry of 
Defe"", direct the Air Force and the Army to 
take t/;e steps nece=zy to provide more oom­
plete and more reti3bk maintenance dala for 
mal\ai!Cment use :md to provi~e for periodic 
interruJ audits of the reporting proced=s and 
maintenance practicn in their respectn .. , .. hi­
lk maintenance shops.. 
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Th< ASslsl3nt S<-=tary o r I)d<1".s< 

(Installations and Lo¢> u.:sI'[:I\'ed. L"O !,::xnl 
that funher ('",:onomh.~ C'{'tuld ~ a~i':lI:"\'!'d but 
did not con ... "Ur ""ilh our ~-(, uma"-"S of ~,'~'N_W 

COSf rcductlons.. He SIJ tc::-d lh.u the J ... "It.'TIt Com­
mittl!c! for AJminlstraa\~ l Ost: Mott,); \. ·thi~-tc:s 

had b~-cn requ('S[\.·d to re'\'lCW bot!:. D e r.:u.i~ 
t~nance P!".J:.:ti~ Jnd the rl..'pom.;~ ;ro.:e­
d .. ",s among the mill~· depart:=.ts to 
de!cnni nc L'lose aT'Cas l.J·.:ldng uni f~~' and. 
to make appropriate n:."Omm.ndau.. ....... The 
rc\'iew h.Kf bC'li:'n compktni. but. as ..;tS _"~t 
31. 1969. t~< results had nct yel t:-.e= ~-:tIL~ 
al<d . C B-13';:~. D<e<m:-cr 3 . 196.~ I 

236. REPA:R OF ELECTRONIC 
COMPONENTS AND ASSEMSLI£S-The 
:>;avy Ekctronic Suppl; Office (E50 1 " tbe 
central in\mh>ry conuui point for' *,'"'lJ"Oni~ 
components .nJ assemblies and i:; :-:::..,.~l>k 
for nklnagJr:g (he r~pa.1r of such it~ A~ ... ;, 
I 1.000 itcr.lS have b«:'I dcsii!n.l[~ ~~- E.SO 
for mandatory n!tum by the U)C'f'> : ... ..". ~!"pOl­

h,.·vd n'pl.Jr .. h~n the: o &:: ... "'('SS3ry . ,-""crt. tS be­
yond the ':3;."3bility of lower r.~l:·:u.,",*,-~ 

k"'els. 

As 'St.l.(cd in our Tt:'ron i,~~ tl,) t~ 

Con!'f"~' in ~brch 1969 . ... e found t:lul tll~'" 
was 3 nc..>t.'d f l.)f subS13nu..aJ Impro\'~l 1..' &.be 
m3n.3.t!~n1<' nt of the ~p.ur prog:-.un.. Jdl,)~ 

,.~ciik.ally. ESO Ca) h.bd not ~ .. ~ J.!~n.. 
3te consid::1"loon to n:p.J.ir.lS 3n alUn:aOTC' to 
pronm:ment of n!!w I(:IDS. (b) d..&d. ll"'" tu'\c 
accut:ll~ I<.:hnical d.u ;r\·aiJ3Ne ~~ L'>e 
"'pair.tbtlily of il<ms 01" lhe idcncl~" of 
n:-pair sout.:ts.. (~, h.hJ not estJ.~ .;aJc-­
quate coon.hn..iuon 'A,th ~\')' n:r.ur ;i.a...~~ 

and. 4 d) haJ not 13k!!" t~ly Jctioo t ..3 r-~Wl"(' 

field a~U\1Ues to ship unst'rvkca~~ 11:m5 to 
the n:-pair i.1~ l.htl~ , As ~ r~sult. !.,;...-.r.lt: ... ~ry 

prol"Un:mcnts ""'C'fc: maJe.. net:d~ It-=nzs .C~ 
not rep3iroJ. 3nd SO""'" Ilems w= :-:p.ured 
although stock> of se,,=able ilc= co Iun.J 
wert !!J Ili\."lCnr to met't cl;.~tc:d n~ 

Dun", OUf revIC'W ... 'C" di~ cur ~ 

g .. tions fo r improv=nt wilh lSO ",,-T ... -DJs 
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JJ1d they look reruin actions which we C01>­
.s.iJcttd responsi ... c to our sugg~tions.. In addi­
tion.. we propos.:<! L .... t the Secreury of the 
:-;""Y ensure Ihat u I tbe effortS of ESO in 
iJentif} ing repainble ilems and appropriate 
repair sour.: ... ~ are cfft'ctively coordinated \\;th 
Ihe d I')rtS of o ther :>;avy aCli,;ties and (b) 
",neilbnce by the D<p.nmcnl of the 1'''1' is 
r ucrd O\'er tl-~ (orrecti\"e m~asures necessary 
fo r tll= promp' impilelMnUtion of an efficient 
.nJ err~b.e repair program. 

Tb~ ~3\1' roocurred in these proposals 
3nd 3d\~ us of '-':tlons taken to implement 
t!ie:n. We beli .... ~ tlut the actions talen by 
:h~ ~l'·Y should result in a more effi;:ienl and 
c:T~ctJ~c prog;:un... (8-133313. March 19. 
1969, 

237. MANAGEMENT OF REPAIR 
AND MAIN1 ENANCE OF BUILDINGS AND 
UTILITlES- Our .",-jew of Ihe policies and 
prxlh.-es of Ihe BurMu of Ind~ Aff3irs 
• BIA I . Oepanmcnt of the Inl ... ior. fo,conlrol­
u n~ t'x~ditun::s to repair. rruint3in. and 
",habw13le butldogs and factlilies sho"""d 
: ha' l:u-ge sums ~..ad been programmed and 
e~pended to rep:ur. i"'prove. and rehabiliUte 
old builJtn!'S- Some of Ihese buildinSS w~re 
Jemolls~ snortJ~· .. fler Ihey b3d been exle1>­
si\·~ly nrpaired or rehabilitated. and otheR 
" 'ere s..:h-c:duied ( ,"If demolition in the near 
fu ture.. 

We lound lb.Jt this situal"'" had occur­
red bc..-;O'·SC 81 .. _ lad no procedures for ~aJ­
U3lJn'- syszefTl3n..."1JJy exisling (acilities to 
dctenninC' their C'el':".aming useful life. ntablish 
r("r ih--ell\lc::1t st3nd.uds. and detnminC' dates 
be~ond .. hi<:h II Wo'OUId be uneconomical ,0 
make fur1her ~ or imp...,.·cments. In 
~Jition. we noted thaI Ihe Major Alteratioo 
and Impnn·ell1"nl • 'IMIl funds and Repair 
=d ~Iainlenan,.., C R.lo: MI funds had been used 
inl'n:han!'Cably 10 iinanee Ibe same type of 
prc;ecu 2nd that. m some inst.1nccs. the costs 
of surporting seI'>= had nOI been charged 
10 tbe ;>rOpeT fuM Use of R&.\I and MAAi 
iunJs in this nun. .... do.:s not ensure the CO~ 



trol of funds by the Bureau in the manner 
that the Con~ intended when it made 
separ3te appropri:ltions for thOSe! specific pur­
poses. 

w~ recommt:ndcd th:&t the I\ure3U rt"\'ise 

itssyst.m for the management of c'''111di.~!'S and 
facilities to provide for (a, infomwoon on th. 
condition. economic useful life. ar..:l plann<d 
uses of cll buildings and the tti5torical and 
foreseeable repair and imprOllement costs for 
individual buildings. thl development of 3 
long-range building replacemenl P""!l"Om. (c) 
repair and maintenance criteria concerning 
the frequency, manner. and cxtc:-nt of r~pa.ir 
and improvement work consistent wi,n ~he 
economic life of each buil~ing. ;uv! cd' stron~ 
central organization with the necessuy authc>­
rity to guide and' control this .ctivi!)·. 

We recommended also that tbe Bure.u 
ta .. .! whatever action is neccs.sa.ry to C'nsure th3t 
R&M and MA&I funds are usod only for the 
purposes for which appropnatcd. 

In a letter d.ted ~I"y 14. 1968. Ihe 
Department agreed with our Tcromrr.end3-
tions and advised us th3t BIA W3.S d"'eloping 
a management information reportln!= .3nd con-­
!rol system along the lines of Ih< =ommen­
dations. Also. the [)epartrn.nl informed us 
that. sinf.."e such :1 syst('m "<IS hit:hJy complex. 
considerable lime would be reqwred 10 dfe<­
IU31e il fully. On June !8. 1%9. we were 
advised by BIA oflicials that some of our 
rttOmmendations had bet' n impkmcnl<p'(j 3nd 
that work W3S cortinuin~ on ImpkmC'ntin~ 
othen. (8-114868. September 15 .19681 

LTILlZ~TlO'\" .-I.\"D DISPOSAL 
OF PROP£RT!· 

238. PROCESSING OF REO'JISI· 
nONS FOR MATERIALS-In" pri;x review 
of the abilily of the miliury surpl~' syslems 
to respond 10 increased demands. we obse,,'ed 
that the manner in which supply requisitions 
~re p~ und« the loiilil;azy SUnd.utl 
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Requisitioning and Issue Procedurts (~lIl­
STRIP) sy'tem precluded realiz3tion of the 
maximum benefits of the systt:m. Therefo~ 
we undertook a limited c'(amination. at s<­

kCled inslallations of the Army. :-i3VY. and 
Air Foret'. cf the procl!'sslng of requisitons 
under Iht ~IILSTRIP s} sl~m. Our «port or. 
the! examination was issued to the Congn:s:, In 

S<plember 1968. 

The MILSTRIP system is d,'Signed 10: 

-~rovOe unIformity of p"cxedvr~ for all 
requ.stJOnet's and supplIers of stock: 

- ' .'eet essentia l reQUArcmems of all the 

• 
- Provoe for interserv ice supply transac· 

t ions and :r:traservire supplv '5lJPoon 
Operations. 

-AC':Of""Imodate the rCQ uislttonlng on 
stocls of the General Serv 'ces Admin­
lS1ratlOn. 

Wo found thaI Ihe ~lIlSTRIP system 
had impro\-ed Ihe processing of requisilions. 
~I:l.<imum benefits of the ~lIlSTRIP system 
had nOI been realized. however. because large 
nUmMF'S of T«!quisitions contained erroneous 
or m"ompatible data and could nol be pro­
\""C'$S<'d routinely. As a r~~ult. many of the 
n-ql.i.;~tions ""ere retuml!d to thl! originator'S 
for additiCfnal infc..lmation ..;:r revision and 
resubmission. Resubmission of requisitions, is 
tirn.;:<onsuming.. C3:J5eS signific.1nl delays. and 
reduces supply~pport effC'cli"·eness. 

Th' primary causes of erroneous or non­
current informatio!1 on n.-quisitions. in our 
opinion. ""e~ : 

-Preoarc"'ttOn of req l.HSltK>nsby untrained 

and inadeQuately ~perv i:H.'d ino Nfduals 

- lnadeauate revieN of reours..tions before 

~()I'W';Jrlji:~ them to the n~r hgher sup. 
~IV~. 

-Absence of current and compatible 
....ata~ data at various supoty ~Is. 

• 

• 

". 
• 

• 

• 
I 



• 
• 

• 

• 

• • 
f 

• 

• We also found that the Defense Suppl) 
Agency (05M Iud not ic.lly carried ou: ilS 
r'·,ponsibility ';or surwilbnce of the ~tlL· 

o STRIP s),stem. Syste=u~ surv~iUance by 
DSA could have irlenuii.d &le problems so 

'.th3t appropri:3te co~t:ct:I'·c actions CQuid hl\'e 
been taken. 

, The Department of Defense 3pttd. I ~ 
• ~enel3l. ""th our findings and PI'Jpos:Us for 

correcth'e measures. Th~ Department stated 
P':!J OSA had re~ntly o,....ruzed a sep=~e 
sur ... eilbn~ group to "",fonn frequent onsHe 

• reviev.'s of opcraoons.. assess adequacy of tr.lJn~ 
• 

.' 

in~. and rr:ake recommend..ltionl for systems 
and training impro\·emc:nt.s.. The D.!'p3.rt~nl 
s<.:ted fu rther that ils dire:ti".' on the ~IIL· 
STRIP system had b«n r",i><d to d<.Ii", ~. 
sponsibili ti<s more explY:itJy: tlUt • stud)' .. -:IS 

be~n~ made of the ""quir...-ment for. and thl 
frequency of..ptaJog ctun~: and that. pend' 
ing confpletion of th~ study.". mO'fur.nurri 
had be .. declared o n urut-<>f·issue chanfltS· 
(B· I 64500. $eptrmber J 1. 196!!) 

•• • 
~ t39 . ;)ONATIO N' AND USE OF 

GOVERNMENT · Ol'lOlEQ SUR"PLUS 
"'ERCURY- The Genrr.ll $e,,';'-" Adrr.\m· 
<!ra tion (G~A ' m.de surplus mercury 3\.", 
able to Ihe I)epartm;,nt oi EeJlth. Education. 
• . nd ~ \t'e lf3re ,HEWLfcir ~on3tion for cdUC;J· 
tlonal .. ><I.publlc ~aJth purpo<o. ... Be""", 
most of t h~ rTlC.J4,: If)" u~ 111 the l Tnited SUte5 
is imported .:.nd ~C3u~ iu pun,,'h.JSC! tc:ndJ. to 
adversely .frocl the U.S. !>Juncc-of· pa~ :n.:nlS 
position. the mcrcu'1 v.~s 1l"I3de 3\' ail3~k "''1th 
thc~JX."Ci3.1 requirement th.Jt State agc:lCICS 

limit donations r:. a 1 :-rnont:t supply .... hu:h 
donc~s or hcrv.l~ WOll (d !'.Jxe pu rdused on 
the commc!r..:w rt'I3rkct. .-\.ls.o. mer ... 'Uf)' .·3~ 

not to be- xqulred for US(' 10 the further:mcc 
of Instltution.1 programs bei.~g finan"aj b)' 
Go\'em~nt conU'acts or !='=lnts.. 

Wc found that many donees had recci,ed 
mercury In si~'l1ficJnll~ b~ quanllUf:'S (tun 
we :"'h .. ed should ra,'c !-cen pro"idcd ur.Jcr 
Ihe spec:ul ~onditi"ns ~pplic.ble to lhe 
mercury cbnltlons or could h3\C' been Ju~t,.. 

1&4 

, 

fied by apparent need. Large quantities of the 
mercury were stored and lemained unused for 
all <X1·:nded period of time. It appeared to us 
Ihat so"", of the mercury had lI<:en used for 
unl!~o;'iomiClI purposes or. contrary to tht:' 
special donation condit;ons. for donee pro­
gr.nTts finan-:ed under GO\'emment contracts 
or gr:>nlS. Because o f the way in which the 
m(.~ 'Y donation program was carried out. 
on\,.. of the major program objecli\'C'S inh:ndl!'d 
to be accomplished by the special conditions 
imposed b~' GSA-the achieve",ent of mo." 
imum f3\onblc efrecl on lne U.S b3bn ....... ovf· 
payments posiuon-was not accomplished . 

In a report to the Congress in March 
1969. we expressed the belief that the adwrse 
condnions surrounding the mercury donation 
prognm wen: Clused. in part. by (al mi.undor· 
stan.!ings of the specia l r:mditions "pplicable 
to til<: progr-,m. (b) inadequale warehousing 
pro.:.durcs by Sl:Ite agendes and inad<quat • 
... ·ontrols o~'a mercury inv~ntories by don«$.. 
(~) 3lt0C3 tions and donations basco 0;'1 unn::ll­
i~ rk or 1n3dcqU31c dClermin:lfions of nC\:'d . 
:.md (d , inJd~qu31e 3nd untimely su n"eiHan..:C' 
o'er Implcm<n13 tion of Ihe prognm by HEW 
a.nd Sl3te a~na~ 

HEW a~reed . in gencr:tl. with our 
n:commend :Hi ons for strengt~ning th~ 

admin;;lnuon of the su'l'lus property pr~ 
[lnm bUI did r.ot agree wilh our propos:ll that 
State agenCIes be provider{ with more cxpli-.. ;t 
guidelines for usc: in cvalu3rinJ.! lhe TCasonablC""" 
nc:ss of instjtutions' requests for surplus pro-­
petty. Instead. HEW preferred to continue 10 
~tre5S to State 3genci~ ~he need fo r cxercisin~ 
goo.;! Judgn'll('n t and reaM)nabl~ survcill3ncC" to 
pr"'enl sl",k pihng. (S-16403 I. ~'arch ~ L 
19(9) 

240. UTILIZATION OF EQUIP· 
ME NT - Durin~ our rC"\'i(., of the Atomi.: 
[ne,¥>, Commi Slon's (AECs) policies. p ..... 
ccdul"C'S.. and pracltccs rcllting to the ma.nJ~­

ment of equipment. which was perform.:£ al 
the request of the Joint Committee on 



Alomic Energy (JCAE). we found that AcC 
ge:>cralJy provi-led for a system of managing 
Ille equipmeni in an effective ane! dficienl 
JmD~;. We noted some areas. however. 
~. we believed. improvements co.lrI be 
a::ade at one Of more of the rontractor· 
o;xn~ed facP:·.;es under the juri!.diction of 
tbe SC'Vc:n ht:.C (.IP'!f:!tion~ offices reviewed. 

We found that at certain of A EC's facil~ 
tit-s more effective uSC of some ~torc:d and 
infrequently Iised equipment could be 
obtained by (a) ,:o",r 5urveillar,ce of equi~ 
ment in stonge and rcjustifka lion of illi 
retention. (b) grealer use of equipmenl pools. 
z:;J (c) more fr,quenl management walk· 
t hrough inspections <and f'rt.C te reviews. 
Al'n?Ugh the cost of equipment in storage 
InS substantial. it represented a small percent· 
a!" of AF.C's total inveslmenl in equipment 
For C'x·,mpil-. the records at two operations 
o fflCcs !tt.oo.vcd that the investment in capita! 
equipment. at ;:cquisition cost. amounted to 
ax,.~t S2.5 billion. of which ,bout 541 
ollion. or about 1.6 p<rcenl. «presenled 
c:qt;rpmc: nt in stor..lge ~xclusive of equipment 
b ,undby. Also. in many C:J..S4."S. the equi~ 
ment was unique tC' AEC's o~rations or 
would require long lead limes to acquire ::nd 
IllcTcfore was retained as backup equipment 
to c:'/:SU.f~ ~ontinuity of opt:'ratlons. 

We found that at some fa.cilitics. h"w­
~CT. equipment had been in storage fo r a 
r:umber of year; wilhout being prrp~rly clar 
yfacd and without ad\!quJtc revie",'s ~or just~ 
fI •. 41tion for retcntlOn. In some instanc\!s the 
c-.JSlodi2 n of the equipment h.uJ no funha 
n.xd ror it. Because this equlpmenl was gc:'l-' 
er2lly held by or for speciii..: indiViduals or 
p-oups. only limile<! use was made of repo"" 
in, procedures to advise prt)SpC:ctivc: users that 
lhr equipment was available for polenl;;,1 usc. 

We found that AEC's operating ':01>­

tracton were not taking full ad"antage of the 
~fil5 to be obtained from poohng cqui~ 
cx-nt. Although we found that some COl>­
tnClor; weT< operating effeclive pools. we 
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noted inst;mces where. we believod. AEC 
could obtam s till peater utilization of its 
equipment Ih.:'OUg.&1 nore exten.s:ve use of 
equipment pools cnd !>y consolidating 
machine shops at ce. lain facilitic:s. 

In a «port submitted to JCAE in March 
1969. we pointed out Ihe need for AEC I~ 
take action at some fadli:ies to obr..un better 
utilization of ccruin equipmen! that wa:) in 
stora~c and/or infreque:111~ used and to ;Jvuit' 
!~ accumulation of Jarfe quantities of such 
eqLlipment. ... Et: W3.\ receptive to our 
suggestions . "d took. or agreed to take. 
actions which. if properl)" implemer.ted. 
should result an imprc· .. ed equlpmer.1 utiliza· 
tion. (B-1607 31. ~Iarc!t 14. 1969) 

241. USE OF MOTOR VEHICLES 
AND ~STIMATING VEHICLE NEEDS-We 
reported 10 the Consress in September 1968 
that the Corps of Engineer.;. (Civil Functions). 
Devartment of the Army. did nOI con.ider 
,tilly use 4alo:1g with "l"Inu31 Mileage in c.iCU~fw 

mining the nember of ',erucks needed by each 
Con>' diSlnct. We estimated that Ihe equiva' 
knt of 97 ,·<hieles. or slightly more than 10 
p<;cent of the general-purpose vehicles re· 
viewed. were nol used 0" at kast 80 percelll 
o~ the worl:days of th.- 3· 10 6-month te,t 
periods used for our review. We estimaled tho,t 
the ntt rcplac-':."'ment v31ue- cxcess of averag\' 
acquisition cost o\'cr averag:: resale value - of 
the 97 vchick, was about S 113.000. 

We «ported also . ' ,I annual milelge 
records for 861 ,,·chicles assi~ed and ayail3bl~ 
for use for ;about 3 J -ycar period at the sevf'n 
Corps' distncts re\;ewed showed !hJt 3'?~ 

veh;cles. or 39 percent. road not met the 
CDf?" ;tar.dan! of 10.000 miles 3 year and 
tbot 78 vchi::",. 'lr 9 percent . had been driven 
Ie" than 5,000 nules during :he year. 

W- eT.rr.-. ..ed I}>e opinion that Ihe Corps' 
ulrli l a""n cril;:ri;, . · ... hich was l-ascd solely on 
miiu,gC: ... 'as nVi consist;'1t with either the 
criten:. !,,,,,ojAed by the Gcneral Services 
Administratron :GSA) for t!te guidlnce of 

• 
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(;cw\!mmcnt J).."I:1VlC~ <'r the e nt!.'ri.] tn,J,t GSA 
~1'1"ycd I". 11< Int<l'lj;ency mOl". pools, 

• 
• W'-' t'\.~,,"'rr..nlcnJC\1 thJt the." Sccn'tJrv o f 

(~~ Army J1n.". the: hh,'f of F.nginl~l.'~ to 
",tJt'I!t!\h ..::nh'n..a i\~r ('\"aluJung \ ('hi c iI: uuh/3-
th.'" ,hll.-h ,,-\'uIJ rnl\h,h: thll daily US.lgt." .. 

"'fonn~srll'n ~ ... · .... m!trrt.ldc.·n·d in con~nt:tl\1n 
.. lth annu.lI m'!C'~ . • • ~ We n:,,'mnl<nd,'\I ~ Ih.1 the Chief of 

• EnttinC1).f'S lnlU.&t,,' .ll\'rr"-v.'lde re'tlCW Of "du­
.k utili",t,,'n I,'. the l'\!tpOsc of e~llb"<lung 
th" num~r t,J( \,,"hKk-s nC'cded undt:'r nonnJl 
~onL':ti\)n~ ~\,~ fuU ..::onsldcrJt1Jn to d3.lly 
Us.l!'C of , u.:h 'ch,.:Ie, .00 :lltcm.ti<'e so~ ... -s· 
l'lf trJn'f'\1I1'.lll\\" (\\r m«ting pt.ak n"quln.'· 

m(n~. J.nJ th;lt (',\.~ ',:hh .. i..:s Idc!nti ti .. 'd by • 
the n..· \·il.· .. · (,Ith~ ~ tfJnsf~~t to 1CX'.ltions • 
n",'dlng :iJblt,,'nJI "hld~s, with !'he obi.,l1ve 
of r .. ·Judntt turu~ \'('h.i~k procun:mcnt . or b.­
J t.~I.· lJf\"'d l ' '{ ,,:'('!IoS \It, hC'f't" J.~r,....,pri..lte . 

• •• • 
..-\t ,!-.nC' C .. · fT'IS· dj,tri«~. rcspun~lb1c 

olTicl.ll~ \.'\"' ~':UfT(\.: In \~ iindin~ 3...,d mok 
J('tiun either It' ..... -U the exeeM \'C'hkks or 16 
u.x tht:'m tlo) fl1C''(''t tncn:~d ",,'ork n,'quire­
ments, The Dt;>.ln""'~1 of tho Anny, ~ow· 
c,.'\L'\". ~lj n",· lnJ" .. t~N.h.it :tny .J\.·t1on would 
~ tJ},.c,.·n h."~'tarlt.,·!"n('nl"'ur ~commcnd:ltions. 
18·1645.14, s..· .. :'· ... b..·r I~, 1965) 

• 
H2. OISI'OSITIONS OF SURPLUS 

HOU_NG-In • t','U" ... ·up 10 , pn:"ious ",. 
\;CW m.JJc In 10tlr0.: . we C'xanlin~d into thl.~ 

.<Iil>ns tA~n t<~ th,' F",krJl Housing Admin­
istrotion \ I'tl\l, Dtl'lnment I>f Housing .nd 
Urbl/1 Dc'e1,'p"",nt (HUD), for the prompt 
::md C1.."On,:'1nu ... -:aJ ~ of surplus housmg 
built un.Jcr the n.11h'n:U defense hOUSing in· 
suon"" pn.~ to Sl<f\'e tbe needs of worlers 
or milit~ pcrsonnd eng>ged in defense 
,clivities. 

As ~ n:'SUlt of our previous ",view. we 
Iud ",,"-ommendaJ Uut FHA dispose of th05<' 
propenies i<lenbt"''d u h.ving only polential 
salvoge nlue. ",~pnisc the polenli,1 markel 
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for the "'m.inin~ propenies.. lnd develop .n 
dfectiv. pl:lO for the prompt .nd economical 
1l:'p05:l1 o f the ",m.ining prorerties. 

O'Jr fnllo,,"',ul' n:view of Ihe disposition 
of df!fc!n~ hou~n~ ;J\."qul,,·d by FHA in the 
S.v.nnlh River .n:. 01 South C,rol!nl lnd 
Geor~a. which W3." 3n .ll\';t covered by cur 
previous n:\·k .... ·. and in the lone! St3.1. Tc:us. 
an:'a )howe-d that there c!')ntinuoo to be inJ:dc­
quat< emphJSis un the timely Jj'posll of de· 
f~nsc hou~n~ ~·hkh a;"pt.. .. ,:u~d to be surplus !o 
housing needs in Ih~ ,"'lS. 

We found th.t Fft\ h.d incurred sub­
,,(anbal costs. In 3Jdition fl.> its initial costs of 
acquisition. to ~t3in . for txtend~d periods, 
houses thlt al'pe=d to hl\~ little polenti:" 
for ",,10 3S ", .. denti:IJ properties because of 
Ihe oversupply of housin~ in [he arelS. We 
found funhc;,r Ihll the pro«cds receiv~ by 
FHA from the uk of th..., houses_'hkh 
had bl. ... tn ret.:un('d; for 9 ~ c,.'3fS or longc:r hld 
not bc,.'t:n suffi~lcnt Illr FHA to recover its in­
vestmr..'nt in the hou.sc:s and th3t . in most 
~3Sf!S. the: costs of rrt~ntll,)n 3lone had tx­
.:ceded the slk, rnxe.ods, In our cpinion. 
more timely ,.:IlOn by FHA to dispose of 
house> thaI 'I'reln:1l to "" sur;>lus would 
hlve reduced the 10=. incum.-d by FHA in 
its inv~tment in th~ hoUS('S. 

In l':o\·t:mbtr 1967 . :Jftc,.~r the resulls oi 
our review ..... ere brou~t to tht! 3ttention of 
the St:crct:lry of HUD, instructions \\'c!re 
1S.'UeU by FHA to III insurin~ offices emplu· 
sizing the." n«!l'd to t:i\"i,~ s~ciaJ attention to 
disposing of Ih"'" a.-qu.in.'\I propenic. which 
hld been on hlnd for .n .'Iended period of 
lime, In addition . we " 'ere Il ler infonned th.t 
FHA WJS .Iso pl:lcing more cmplusi., in lre3S 
where there .ppe:l/'Cd to be 3 limited market 
for FHA-owne<! houses. on the sale !If the 
houses for demohtion 0. remo\':lJ , (8·114860. 
August 16. 1968) 

243. UTI II Z A T1 0 N 0 F AIR. 
CRAFT-We founll tlut. on the b3Sis of Ihe 



.' 

rrescrib<d CII I!!".! u~d to justify 3'-'I1!J1in~ a 
s«chcraft Quc:en Air ain:nft o\lonl'd ~y th(' 
Fedcr:al A\ la tio:l Administration (FAA. (0 th.: 
EuroreJn rt!~onll office and Ih(' I.' ,,,ts 01 
3\'ailable comm(r~IJI tTJn"portat ion. the: Tt'­
tC'ntion of the: Ju\:r:tft I.'ould not he !O."I.' (mOml..;" 

:Illy justified. 

We pointed out th.3~. during :.m ~-mt'lnth 
0"3ilability I"'riod. t h~ aircraft haJ t>.:en 
110 ... ·n about :00 hours. '" abou t ~J I"'r«nl 
of '-he JnticiPJt~ usage: projected nn an an­
nu.:1l b!lSis. Also. \\'I!' ,,'ould find no ::\'ldC'nce of 
its ust as a demOnSlfJtlon aircraft. Whh:h had 
been dt,,'d as one cf the princip;;.1 pUTpthl.") for 
assig1ling it to (he EUTOJl"3n Regio n. 

On the basis of our 3nalysis. ""(' ~ri­

rn3ted thot. Juri"~ Sepl<mber and Octoher 
1965. the us< of commercial ai r tralhrortl­
lion for adminislrati .. '(' ;!no parts-dt.' liv\.'T)' trips 
would ha\'C' \,.' ()C .Jt'lout S3.831 1c'\S than I.· lht~ 

in~urTe:'d by th~ USc:' of the Quc:cn Air. AI :o.O. 
bt!cause only or:e: of thl;." two employel.'" who 
mad< Ihe tl i!!hts was n«ded to handk F ........ ·s 
business. 7 ITlln-dJYs were losl and Il addi· 
tional days' P'! r Jic:m costs wen! in,urn:c.i . We: 
therefore propoS<'d tlut the Queen .... IT air· 
':T:lft be reassigned if it could not t>.: <ffee­
th'ely utilized at the: Furopean region.!l offke. 
The Assist3nt Admimstr.ltor to the: Europ.:an 
Repon sllte.! that the Queen Air .ir.:T:lft 
would be rC""'!"led 10 Ihe Frankfurt tll~ht 
inspection O\."'C' t and would be c:quippc."\1 with a 
portOlbk fligh t ino;.~tion sys tc:'m for u'\t: :as a 
backup for t hl!' T-::9 aircraft now uo;.l'd for 
mdtt inspections.. 

In March I %8. th~ FAA Administra.or 
Sil led that t h~ B«chcT:lft Qu .. n Air alT':T:lft 
had been n!assipled to Frankfurt for usc in 
night inspc:.:tion. proficiency flying. 3nd 
demonstrations.IB-I~97( I). s.pt.:mber 18. 
1968) 

244 . USE OF THE COMPETITIVE· 
BIO BASIS OF SELLING SILVER TO 
SMALL BUSIN£S$ CONCERNS - In a Jraft 

167 

:-c:'p<'rt , \lte rro~c:'d t h.lt t hl: ffif:tht1 \: III .. d · 
hn~ ~h'er hr t he: lkr.Jrtnll;."nt of the:' Tre.&"uf' 
tl.) sm.J1I t--u,ine:'ss con":e:'''n'i Ix- .... h.&n~nllr'''m.1 

n('ln .. ·o rnpct itive-bid Ie .J .. ·"mpl'tltl\l"-"Id 1"'.1'1' 
so thJt Ihe C;o\'t: mm("nt m1l!hl rl· .. ·l· I\e: tt, \· lull 
~'ndits of prke ('omrt"fl flon 

The Tre::..o;.ury Jlhl .... ·J u, t h31 It " ;.h III 

a..: ... "t.U'd ..... ith our !!t"nt'raJ .... nn .. ·lu'lOn thJt t h,,' 
t'tc5.t ....... ur.Jn(c to (h~ Cu\"('mmel1t IhJI ~h('" 

sll\("t ..... ·oult..! be dl,ptr.ed 1\1 .I t J 1,IIr pn .. \' Yo . I" 

h.' (\" tain compelJtivt: hiJ~ .m": th.Jt thl" O11.· lh· 
I..J f(l r ~k~ of '1 I\'t:r h) ~m.dl hU .. lnt·,' .. · ,If':­

':l.·m, w:..'\ :..J tl pfl":.J \1 ay :7 . I t)f'I~ . 

We: l· ... tim.Jt.:d thJI tulun' .... 1 .. · .. h' "!:.III 
bu~ncs .. con .... cm' could n· .. ult In ..IJ .. hlh \Il .11 
r('" " ~nut to the C;O\·l·mm .. · nt of .1~\l\11 

S..1..45 .000 ror the- t:,tHn.J tl'd r l'mJlnlOt-: qU.tn­
Illy of ~ Ih'l'r avail:lt"llt" h.lr '-lit.: . CU·lhJOS"" . 
Au~'Ust~. 190'11 

245 . MANA GE MENT OF lABORA . 
TORY EOUIPMENT-In ... r t' port 'U~n1ltIt'J 
III the Con~l'''s 10 July I (),,~, \10\' l'\rrl· .... l·J 
lh.: hell ... !" that Ihl' re ",' ~h a nt'l'u f,lr IInrrU\l­

m e-nt In thl' mJnal!l'rn..:n t (,I" I:ihur~l : n ry l"IHI~ 

r!"k:"n t \'I)' thl' National lJure:':.tu of Stanu,lfd .. 
( "SS) and the ~n\" rt.'nrllc:ntal ~· I('n .. ·(' 

Sc:f\·, .... t"s AcJminls tr.Jt uln (I' SS" '- Ikp.lrltHt'nt 
(\( C"mml'rl·e. a t the H\)uIJ.:r w!lOratunl" 

Our rC'vu!w ~ho",,"t:J that SIiS anJ I SS:\ 
h3J n o t e~tahli,hcd . fur thl' liouh.J.: r Lah'IT:I' 
h."ncs. J ~ysumJttc pr(l!!Ta~ and :..dl"\llI ... h~ 
rf'Ol"'l:dUrl's to identify .mll UI~JX" (, (,1" un· 
nl"('dc:J t,'quipment. AI"u. WI,.' fllund th.lt rht' 

&wlda Laborato nC' .... to :.. l.Jr,:t: e:'xte:n ' . h.JJ 
not taken advantage' of Ihe benefit!. h' hl' 
dcr l\'c:d thro ugh t he: u'c 01 l'quipOlt:nt pllt,l, . 
Our rl'\; ew showed al~u th.Jt c!Iouhll.s hl"lJ rr Oo­
c~ures for the control and Jdmlm~tr ... lIo n of 
ren t· f"" loans o f equlrmrnt hy the IInul.!,· r 
L.tbor.uoru:<i wc:re nu l bcln~ followed by 'hl' 
rn>«r1y management olfi .. 'e. 

W(' r~t:ommended fal that 3 !t.y\tC'nl.l h ': 
prop-.lm be ~~tabl i"i hed "or pcriodk and .. 'nn­
troUt-d in<ipections of bt--oratory racllllh.~ h .. 

." 
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'. 
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--
.' 

.-
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IJl."nll l~. h· ... "I~n. tH J I' l" ''''' tit unnc t:'dnJ 
~· ' lUlrllll'nt . I~' th.1t Ph}\1' I,'n h}r 1110r(l''(tco­
'I\C' U'4,' pi \'qu1rm('nt "~lh "'"= (',t~hll,h('J . 

.... lIl·'l' ..1l'pn1rn.&tC' . ... nJ h _ th.! t ... 1l()U "I.mlhn~ 
1>I.m, u l t"' IUq'tnl'ut t,· h·\ICO ...... ·J II) Idenilly 
\·qU1rnh.'n, .... hl .. h .... ..1' m'I dlr\,'\I1)o hcnditll,~ 

the: lo-i h. lf ... tp nn .HI\I v" ... , unn .. ',·Jl·J . unnt."eJ ... ...t 
l'IIIIIrll1l'ut ~. \h,l ... rl'J l·\,\·" . ..I nd rru\:~dun:' 

I\lr :h(' ,~,It·m .. th: ,,' n \,d, ... " ,II, Iv.·up of h).In, 
ttt l'qlllrl1lc u t ~ uhtltlllnJ 

'U" .In'" I SS.\ ... ·\rn.·"l·J ~l'nl·r:..1 ,J~c~ 
IIll' Il1 .... Itll 'Ill f Ill\dll1~' ,InJ , .. • .. t'T1U1h.'nJ.tllun, 

.lfhl hlt\~ , ' ·ut' .. II\ ... · .J ~· lh ' lI In lI11e .... Ith our 
f .. 'nllt:m\·nJ.III,,"' I II ti ll '" rIo.·'l ..... • .. 1. \BS ..InJ 

t SS \ h.ld IJ"'ntlti l' J unu, .. '" ur l', .... l''-, equIp-­
rlll'nt h,.t\ l n~ ... n ..I .. ' qul'ltlun .... 0' ( uf 

~ 1. 1 S~.~ l~ , h.1J ItWJl' nh'fl' \"h'n~I\l' U'l' of 

l'Q"'l'ml'l1 t r-'o l, . .1lh.l h ..... 1 t .. ·\IC'v,,·CJ :.III out· 
't ,II1Jtn~ l,,\lu1I,m\.·ut hun ... ~1t· 1t,,",190 , July l • • 

19h5, 

H6 , CIRCULARllATION OF EX · 
CESS PROPERTY LISTS TO FEDERAL 
AGENCIES-Ih,,' l;l"h'fJI :-\ .. · (\I .. ' l·' AJnllnl'~ 

If..l111 '11 ,l,S ,\) ... rl" "'ll' t,","" h ' r prllnllltin{t 
the l1u\IIHUII1 II~ ,11 rn'S"uy th.1t l'i .. kd.1r(d 
"'\1,.',,',, t-.~ 1 ,,' J,,·r.11 J).,·n,,'h" t'ly tr~In'ifcrring 

th.1t ph'r<ft~ tn o ther Fl·"h.'r;al ;It:.l'nCI~ where 
n"·"',.kJ , h.·Jl .... ~1 .1).'t'n .. · I"'~ ..:an:" r .. 'qulrcd to 
fl'P"ft rnlmr1ly 1\'1 ( ~ S..\ rq:illnal oflk:cs 
l'\ .. · "·,, rn'r"l'rfy )!l'n\,·r..llly ",\,"1.1 b)' other 
(;(\\'\' rnUk' nt ..Ib-.:n,." I1 .. "", In", I'l·~onal offi..:,,'"S 

lh\,' n undat..ll..(' ('"xh:n':'>.I\t·l'Il','rh to delt.'·rmine 
" .. h,,' th,,'r ,'Ih,,'r ..I~~nt.· It."S n(\.'\.1 the rrr'pcrty . 

In ~1 .'I'\· h I <It-<l we " '1,,,1,'\1 10 Ihe ('on­
l'l"I.'~'\ th;,' th\.' t-C' .. kral :\\I..llhln Administra­
tion t FA,,\) W;lS r<'rnHth"\J h' fl.'rort its ('~('"~ 
rhlp":ny hl CSA's An.'.;! t l1thlalton Officer 
who IS n."r<'n~t\11! ftu unlkrtakintt only 
limtcd .:fron~ to JC'h.'nninc \\'hcth(T other 
..I~('nch."S n .. ,~d th t..' rn.'('t.'rty , Our fCview 
,how«1 ttul. if (;SA h.J followed Ihe 
n·'1uin."I.i t'n"C'Juf\' It \,,\'uIJ h:ave tr.Jn~i(,":T('d 
sonlt ' "::.< I' AA rrop<ny I,) Ihe J)cpanlTh,'nl 
of I, ': -,~ I J)()DI anll th,""hy redu,et\ Ihe 
num~r tlf nOll's l,\ln1meR.·ul run.'ha.~. We 
f"unll Ih.t nOD h.II ""III1","",nl< for about 
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S:OO.OOO ..... orth uf t ,-\.:\ (', .. ' .. ", .. rr\'J'.·rt~ 
.-\fr..'r ..... t: hrou{tht thl) nlJtUr 10 l;S.·\ ·, .ttt(,f~ 
lion . rfo pt!'rt)' ..:os tln~ ..lh\lUl S n~.OOu. ",tuch 
v,,:..., , till ..I\·Jllahk. v,,;s~ tr-.1n'!'l'rreJ h' DOl> 

W(' ~uggl~tec.J th.J1 (;S,-\ 1:'1..(' .h.·t"," to. 
l·O,Url.' that ':.I) Fc:dl'r..lJ .1)."'en":I(".1re f"'Cr"'nln!! 
Ihelr l'\<':t."S.'i prop("fly to t;s.-\ rcpon.u ... )n:,'C' 
in :.II.:cordance wuh Fcd\'rJl Pro~rl~ ~bn~~ 
Illent ~~jaJlations and ,to.. (.;S:\ ad('qUJIC'ly or­

,,·ul .. n/': .. 'xcess pro('t.· rt~ It ..... ) to Fc:J\.' r.aJ J~"" 
I.'ll" fur their n.·Vll'W. <. ;5:\ ..I~ec:J ..... 1th th~ ,.,u~ 
~1.·'110n~ :.m d s tall'J rhJt the .1~"Cn~y h.t<J u .km 
..I..:lIon 10 bring :.lNut the Jl'~II''l'J Imrro"' ('oo 

n"k:nts In GSA's utilization prog:f"'"..1nl rDl:ln..' cs., 

1B-14I>'1~9. ~larch ~I . 1'11,'1, 

~47. MANAGEMENT Of GOVERN­

MENT PARKING FACILITIES-In ~ "'1'0" 
10 the Congr<s.< in June 1%9. "'~ "1', .. ",,,,<1 
th~ ht.'lkf th.1t the: G,,' nC:r:ll S,,"f\lc('S :\Jmmis­
tr.1th . .lIl (GSA) .. ·ould tn\."T\~:.1se th~ Ul1h~"3t10n 

of Go,'anment p3rkin~ fJ.:'ilitics :mJ J\"'Ju\.~ 
the nc:C'd to rent \"ommC:Tl:131 rart..in..~ ~f\3l~. 

Ou, ""iew showed th.t I., GSA, 'ulJ in­
crease the: utilization of GO\'(mmcnt r.1rkintr: 
fad Ii ti\.."S. when: thrTl:" J..I"'r m:my f'1rki~ 

~p:J\.'C'S. by 3uthorilill1! 1"110~ ",an tl'l f'oSrt in 

the radliti'" thon there .... '" pork.n..c '!'lC'OS.. 
fb' GSA's erileri. for the :b."'<igJ'l"",nt <'fl'4fk­
ing sr.lces at Gov.ml1l<.'nt fadliti"" .. '~,.. not 
bcin~ followed. with Ihe result tlul (,,,,,-ern­
ment cars were using commtrcial s~ ... "'CS ... ·hit<­
lo"'''' prio rity emploYl!es' ('31'S werC' "'\.'\.."'ryinS 
Go\'tmment-owncd Sl",-es. lei GSA -.l-"ulli~ 
man,!"'rs generally sou¢lt to rued t~ 1'4",­
ing nC'('"ru of tenant l~ndes by utilumg th<' 
p:ll'king facilities whkh Ihey nu~ .nll 
usually did not ronsillcr the 3V:ubl>llity ('If 
parking , paees .t ne:ll'by Frete",1 t-u,lJin!'S­
and (d) GSA did not <('Insi.!« ""h.th<'< c..'On­
arnie'S would r~ult from ,,~nt"':tlilN rn,,-""Un.'-­
I1l<.'nt or parking Sp.1l..,. " 'here SC\'Cr.U ~i6. 

l()Qtcd near each othtt . ..... '" ind~~.kntly 
renting commer";al sp;o= for pon.mtt th= 
cars. 
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• • In response to our l'",~s. GSA tool; 
i."()rrtcO\'(' ~~hon and tqft-zsed. the F('~enl Pro~ 
<rty 1I.""",ment R<!--ua tions l!1 3~cord:d!,.., 
.... ith our su::;;gcstions (or .mpro .. 'n~ rtie: man-. • • 
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3.gt'nxnt of Gov('mmC'nt r-:-rklng fa..:iliti\.~. Jnd 
instructed its rcglon.sJ offi..:C'Ii to fe-port on 
their plans for impronnl' the utiliZltion of all 
parking facilities m3na gcd by GSA. 
!B-155817.June 16.I%Q) 
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TRANSPORTATION ACTIVITIES 

TRAfFIC .ItASACE.lfE.'VT 

241 . USE OF MII.ITARY AIR · 
CRAFT TO TRANSPORT BAGGAGE 
BETWEEN THE UNITED STATES AND 
EUROPE - In J.nu.ry 191, : .. " re porled 10 
the ConltTl'-" un the: lhen ... n~d<1lu3h: U~ o f 

~p.acr on mlbtu}' :urcnft (or tra"'J'Oning 
urtaccomllanlC:J ba~g( of mlL tuy J)t'rsonnel. 
In K\ron'~ to our te\'I(,W. the Dt:partmer.t 
of Defen", II>OIH ind icalo"! lhal st.p, h;,d 
been o r ~ ol,Jd I"< taken Co ~Ir :IS much bJb"­
~e 3~ J'IO'SJhk' on mlll t3T) ;llJ'craft. 

O u r foUo'4'-u p rcvk"W lohowcd . however. 
Ih.1 ..!urin~ ,,!cnda! ye.r 19(,6 commercial 
c:a rrl(,l'$ wcn.· sh:J being us.,'d C'x t c n~ivcly 10 
move ba&:,J:~~'" bet""c,,'n the: l"OI tcd Stal~s anI.! 
Euro ('C.' ,,'""cn thou¢t then:" ,,~\ 3 subs'tant ial 
aJTW'wnt n f unu\t,."t1 'race on military aircraft. 
W,; e,tII1lJh·1.! tha t \3vinJ;S in excC'~ of S I 
nHlllnn .snnuall~ ~ould be achicved If the 
sp,;"':': on mi hr.llry airc-n ft .... ·l" fe uwd In thl: 
c,:'(t,,'nt rr.h,:Ucabk for mO\'tng: baggage. 

In re~ponsc t,o our ~omme"dations. 

DOD onid .. " .. ~cd tlul lite mililary .ircr.fl 
. 'ere: nllt fun~ utill/cd . They indicat"'d that 
b:ar.P~C: n r tither priority military m3tcrial 
.."uld "" usc....r in Ihe fulure 10 achieve beller 
ulili,.linn o f milil.ry .i",raft . (8-1330:5 . 
s.:plemb« :6. 1968) 

249. USE OF MII.tTARY AIR· 
CRAfT TO TRANSPORT BAGGAGE 
BETWEEN THE UNITED STATES AND 
POINTS IN THE PACIFIC AND SOUTH­
EAST ASIA-In fespon"" 10 our January 
1962 "'pon 10 Ihe Congr=. Ihe Departmenl 
of Defense (DOD) stal<d t""l.clion had been 
or would be takcn 10 ship 3S much military 
baggage as possiblc on military aircraft. 

Inform:ation developed in our follow-up 
survey . however. showed lhat · commercial 
c:arriers were still being used e.tensively to 
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Ir:In'pon bagpge belw«n lite Unil<d SI.I"" 
and poinL' in Ih. Paoli< .nd Soulh"l5l ... ,.;. 
even though there W3S suffi\.'i('nt unUS4."<! Sp.:lt.."t 

on milirary aircrlft to :tt"COmmOd:al( most of 
Ihe bagga~e _ We <slim. led Ihal mol'( <ffecli,< 
u..: of Ihi. sp.c< would I'(sull in ""ings of 
aboul S6 million annually . 

To improve aircraft ulihtalion. DOD 
mad. Ihe unused spac< from Vieln:lm .v.il· 
abl< 10 comm<rcial fo""·.rde .... for n:lumins 
b.!lI!'Ige 10 Ihe Uniled Slale •. The forw.rde" 
reduced their rales 10 cor.lrensale for u'"' of 
Ihe military airl ift . Our .nalysis of Ihe ral .... 
howO\,«. showed Ihal lhey weI'( high in I'(b­
tion 10 Ihe 5<1"\;ces provid<d. ~nd we con­
cluded lhal signifieantl y 1!T<.t<r savi~ could 
be .chieved if Ihe Depanmenl of Defen", 
managed its own bagga~ shipments .nd usN 
mililary aircrafl direclly. 

DOD officials agn:<d Ihal gn:.lcr uliliu­
tion of military aircraft was possible .nd Ih.1 
the forwarders rales on b~g< lransponcd 
on mililary aircrafl may have been high. Th<)' 
indic3led Ihal measures would be lak.n to 
improve aircraft uliliz.lion and Ih.t Ihey 
would continue 10 negoliale for furtlt(f 
reductions in Ihe forw.rd ..... • rates. They did 
~ot agree thaI DOD should rnon.lle il' 0 .. " 
shipments from Vietnam. 

In view of the difliculties experienced by 
DOD in attaining m.ximum use of milil:"y 
aircraft. we intend 10 ... Iuale tlte resdts of 
Ihe correclive measures plann<d by DOD. 
(8-133025. May 6. 1969) 

250. TRANSPORTATION AND 
TRAFFIC MANAGEMENT ACTIVITIES IN 
THE FAR EAST AND SOUTHEAST ASIA­
We surveyed lr.nspon.tion ~nd tram., 
management activilies in the For ElISI and 
Southeast Asi. to ... Iu.te Ihe rcsponsivenc:<S 
of tlte tr.Inspon.tion systems 10 the suppl)'-

.. 

.-
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suppon demands of rnilJt~ry f" r.:« in &''''1 1>­
.asl Asia. 

We found Ihal the s~ .. t<ms tu.1 t.. ... n 
G"neraUy responsi'·. 3nd th .. u tho d.n .... w lln 
which "US<d d.l.l~ .. in """."'1\1' .:~ ..turing 
the carlier stages of Ihe ""hury bUlJ.lUI' Iu.!. 
for the most pm. been ..u..---uled . The rrot>­
lem of bad(up of ~<SS<"1s .. · .. ting 10 """lu~ 

their cargoes had been sig::ulkmtJy impn.",Td. 

SeH Fa I .n:;u. h_",,.,. " 'en: n"I<lI 
which al'I"":Ired 10 o fTer "rponunitic-s tor 
substantw savi~ Those MUS include <>rPOf'­
tunitit:s for: 

-Reduct", .... in ~ ....,.ong costs by 

""'1;"1 troffoc IIvough ~ p<Yt ., SuN 
Boy..- II\an tho """.at ),\on,1a in _ 

Ph~i;>pines. 

-Reduction of ~.cess .• ",.Mt beNloH1"l 

Jaoan ..-.:I leorM. 

-Reduction of tr¥\3DOl"tJit.on costS by 

establi1h ing ~ pnnfl"'9 :-unt tor 1M 
St:n rid Str ipes ~ 11'1 VJetT'lam.. 

-Better !.otdillition of b.Ctng m ilibrY 
facilit,es. 

These an:as ""re aJk,i to Ihe atUntion 
or approprial' De~enl "f Defense (DODI 
officWs in our su"ey rcpoet. and man~' "r the 
areas wen: subscq .. ~ntJy "";"""ed in debit 
Separate repons were issua1 ... deemed appro­
priate. 

000 officWs apttd in ""nero! with ,'Ur 
overaU observations. :In.1 meuurcs lu..t been 
taken or pbnned to dT,,"t imJ'rovements in 
several an:as. Othu .n:as an: being stlhli<d in 
peater depth by DOD in an effort 10 .....". ... 

additional probkms indcfttiflcd d~ our 
survey. (8-165683. April 30. 1969) 

251. COMPARISON OF COSTS OF 
THE VARIOUS METHOOS OF SHIPPING 
HOUSEHOLO GOODS- o.a review or <WCI' 

seas household JOOds sllipDents bandied by 

171 

commerclll lorward .... I><1"'«n the Unil<.1 
SlllCS lnd Gcmuny sho .. Td th.1 Ihe o.:",n· 
mc:nt of Ddens< (DOD) "ouJ.! Sl"e .boul S3 
million lnnU3.1l, b)' m:ln.1pn~ .1' own >hir­
In('nts and procunng lh<- rtquin.·J undcrl~ in~ 
tr.msport3tlOn scf"\' ic r.."'5 JlI''(-.::tl)" . Th«=' U' I,. of 
the hiPlC1' cost fON"'3N(r )<"'i~,"~ ffiUlh,"d 
primaril) from ina,~urJ. ... ""''''S in the pn.­
shi;'1m('nt ~tirTUtl:S of th< -.:ost of the \'ari,'us 
shiprin~ melhoos whkh m • .Ie il appcar Ihat 
the forwarder methoo of shipping ... as Ihe • last cosIl)" 

We reponed our findinss 10 the Conp"'" 
and recomended thaI the S«Tcl3ry, DOD. 
make 3. comprchenSJ\'e ~t!.hjy lr..":ltinS to .. 
compkte n:\'i~ion of th~ DOD'~ mctht'<Js an~ 
rotid('S for nuna~m(nt o f ib ()\,'c~as hou)Oc" ... 
hold goods program and th~ rrocun:mcnt .,1' 
soniccs Ihcn:for, 

DOD officials asn:<lI In !",~~ral Ihal Ille 
methoo of mlking cosl l"Omparisons "''''' In 

need of revision. and th<)' indic.ted Ih .. ! a 
study 10 develop ~ mon: ac","\.U''3tc: mc:an'i h) 

aC\."Of1'Iplbh the comp.lf'bOn "":J.S in pro,:t: ·"s . 
(8-152~83.January S. 1969) 

252. :;A v I N G S BY USING THE 
MILITARY : ORT OF SUBIC BAY ", .. 10 ... 

o 
pi""I-Our n:view of m.litary ""'l'o >hipped 
to the Philippines sho,,<lI lhat Slvings of 
o'"r SSOO.OOO in port handbng costs cOllIol 

be achieved annuaUy by routing aU Air Forer 
~ throutm tile mililary poort of Subic 8a, 
rather than throutm the commc:rcW pon of 
Manila. We found tlut th< Subic Bay port 
was """rating al kSS-lhan-fuU C<lpacity and 
could accommodate the odditional cargo. 

The use of Subie Bay would result in 
additional Slvings and other benelits by : (a) 
peater use or containers for ,,-hieh lower pon 
handlin~ ""'IS are appliC3ble. Ib) better utili­
ution of v.,...,1s controUed by Ihe Military 
Sea Tnnsponation Service. le).l reduction in 
military personnel at the port of M.nila. and 
(d) improvement in the int~tionaJ balance-
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., ot·~yments position of the U"ited States. 

• • .: In responsoe to proposals m3lde during 
our r<"icw. the De~rtme", of Defense 

.. (l)OD) indicted that initiation of container· 
!hip sel'ioc:s .1 Subic'&y had resulled in tbe 
shift of ~ signilic:anl p3rl of Ihe Marui. work 
load to Subic &y and that a continuation of' 

., thiS thnd ...... expected. 
• 

.In our opinion. this ph=d reductiort 
• tbscd an continued ~xpansion of Ihe con· 

• binershir program at Subic Bay should gradu· 
• ally mruce the cargo work 1000d through 

Manilo 10 • I<,,-d that will result in substantial 
sa""'(5. We bdiew. however. Ihal Ihe savings 
to be :ochi<\·td from routing cargo lh:'f'r" 
Subic: Boy wur.>nts a plwsed n:4uction'in the 
Use of ~bnil. reprdless of whether plans for. 
corl\int>Od cx~n of the jontainerizalion' 
prosrarn tmateri.lize. For Ihi. reasnn. we' 
intend " monitor OOO's progress in loulilll! 
cargo ~ Subic &y. (B·166017. June J, 
I%~) ~ • • .' , ' . 

2$3. USE O F SURFAtE TRlN~ . 
PORTATION TO OISTRIBUTE PRINTEO 
MA TTIEII-W~ fou~ that air transportation 
..... UOIId cxtmsiydy to- ship routine printed 
foms and,. publica~ from Japan to Korea. 

·Oltinaw-a. a&1 V-.. lnam. although less costly 
surface transporhtion was available and could 
haft met the delivery ~uirements. 

~ estimate thaI the Depanment of 
Defensoe (000) an save over S650.000 • year 
by d;.'dtinr future s!tipments of routine 
printed IIDncr from ~-ommercial air 10 ... rface 
transporUtion. In ;oddition. space - valutd in 
excess of S7SO,OOO - on military aircraft can 
be """'e "uibble for airlifting needed mili· 
tary _1r:riaJ if routine printed mane. nor­
maBy shipped on these aircr.lft is also diverted 
to surfott tramportation. 

n.e airtiflin, of routine printed material 
appua>tIy ..,.,lted from the Army's standard 
pracO.:c of sendinC routine fonns and publi..:a· 
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tions through the mail withoul designating. 
particular mode of transporUtion or witbout 
restricting the use of costly air tnnsportation . 

During Ihe review, we mWe several 
proposals designed to divert routine printed 
maner from air ("'nspomtio" 10 surfaa: 
transportation. In response, 000 agreed with 
our "mding and took corrective m= As 
a result. 97 pereent of the printed manu 
shipped between the abovHl3IIIe.l points was 
moved by surface transportation. (8-165683. 
Jun030, 1969) 

254. CONSOLIOA. TlON OF SMAll 
FREIGHT SHIPMENTS-We reviewed the 
shirping practices of military and civil agen­
cies and identified savings of millions of 
doUaI'S annually tbat could be achieved if the 
Government follows Ihe practice of many 
private busin=s and consolidales its sm;ill 

freigb I shipments. We found th.t. by consoli­
dating small freight shipments 10 obtain the 
lower lransportation rales applicable on ~ 
shipments. the Government could save about 
S3 million a year on shipments from just 
three oonsolidation areas to Seattle and San 
Franci5CO. Thc: potential $lvinp and benefits 
Go~mment·",';de would be significantly 
greater. 

Both the Department of Defense (000) 
and the Gcner:d Services Administntion It"'"..: 
expressed a willingness to accept and im:>1e­
ment proposals made durin, our review. In a 
recent oonsolidation test responsive to our 
work.. DOD reported that it ""'$ ~blc. .. ..> C'O~ 

solidate 2.5 million pounds of rrr:ghl from ~ 
single comolidation poinl (Philadelphi., II> a . 
single destination area (OaJtIAnJ. California) 
durin, a 6-month period and thereby save 
approltim:!tely S92 ,OOO. This n.presenlS 4 say· 
in" "f about S3.50 a hundredwciVtI. 

000 considered the test highly success­
ful. and il is in the process of estabtishln, 
Philaddphia lIS a pernuncnt contract coruoIi­
dation facility. Studies will now be made by 



i 

DOD to impk~nt the concept bclwttn addi­
tion31 shipping points. (80117196. June 30. 
1969) 

255. USE OF TRANSPORTATION 
RESOURCES IN EUROPE-We rele=<l a 
classified report to the Congress on our review 
of the org:sniutional structure for tramc 
rmnagemcnt in Europe on December 31. 
1968. 

Our review covered the organiution and 
function of :ill military transportation and 

55 

... 

tuffic m.nagem.nt activities in c.ntnl 
Europe and ",ve.led a nero for more ccntnl 
control and coordination by the Department 
of Dcf.nse (DOD) in th. use oftr.nsportation 
:esources. 

As a result of our report. DOD toot 
action and was planning other .ction to im­
prove t ... mc man3gement .nd controls o'-"r 
Ir:Insport.tion re5OUn:<'S. These imrrovements 
should significantly influ.nc. the .ffecli ..... 
ness and opcr:Jlionai .mcicncy of DOD's 
tnnsportation within Europe. (8-165001_ 
Dcce.!ober 31. 1968) 

.-
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MISCELLANEOUS MATTERS 

USER Ol.4RGES 

256. RAT ES CHARG ED FOR 
FLIGHT INSPECTION SERVICES-We 
found Wt reimbu~ment rates established 
by the Federal Avi.tion Administr:ltion 
(FAA) for fli~t inspection ~nices furnished 
to for<i.cn countries in the Europe . Africa. 
Middle Ent Re!!ion we.., not sufficient to 
fully r ..... over FAA's costs of providing such 
scrviCd.. l1tis practice by FAA is contrary to 
the pcO\isions of litle V of the Independent 
Office Appropriation Act 1952 (31 U.S.C. 
483.) u.d the Ilu..,.u of the Budget's policy 
expr-cs:oe.! in its Circular No. A-25 wruch re­
quires that Ihe cost compul3lions cover Ihe 
direcl md indirecl costs to the Government 
of carr)"in~ out the activity. 

Although FAA .dopted • policy of rc:­
quirin~ the full .. ,-overy of .U costs incurred 
in pnJ''iJ.ini! sel'\·i~ to others. our review 
showed that cha~ ~ .gainst foreign 
"",ernmenrs for fli~t inspection services 
_.., still not sumcienl to ..,..-over costs. Some 
of the oosts incurred in the operation of the 
flighl imreclion groups but excluded from 
the cost "- _..,: la) sabries of the group 
cruef and administr:>tive emplo)·ecs. (b) group 
overhead costs. and (c) sabries of some 
Europe"" headquarte", flight inspection em­
ployees.. During rlSC3l ye"", 1965. 1966. and 
1967~ idcntifi3ble fcvcnue losses. l"C'Sulting 
from the C'xclusion of IhL'SC' costs from tht 

cost ........ totaled about S375.000. We cst;" 
mated Usa. on the basis of ..,imbur<ement 
ates for flSC3l year 1968. that costs would 
exceed ~."nues by .bout S25.000. 

Ah10 ncluded from FAA's cost b= for 
detenniDltion of reimbur<ement r:tles were 
indirttt costs. such as depreci.tion of struc­
tures. equipment. anei aircraft: inte""t on the 
Government's investment in those facilities: 
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and :m .ppropri.te sh:ue of man.gement and 
su penisory costs. 

We recommended that the FAA Admin­
istr:ltor dirtct th.t reimbu~menl roles for ~ 
flighl inspection scn;,-n furnished to forrign 
countries be inc..,=d so that full costs \here-
of would be reco,·ered as required by b ... 
Cin-ular No. A·25. and FAA's Slaled policy. A 
similar ..,commendation had been inch..-d.:d in 
3 ..,port on rat<"S c~ for flight impo.-ticn 
services (8-133127. ~brch ~6. J~) ..., tr° , 
sued to the Con)!l"eSS. SubseqUetlllO our I~. 

..,port. FAA had in~ Ihe :-eimbur«:mrnt 
rales for such ~niccs: ho ...... er. th. i= 
we.., still n'lt sufficienl to fully ~ the 
costs of prr\;ding the ~rvi~ 

In a leiter dated March ~5. 196&. the 
FAA Adminislr:llor expressed .S"'Clrent wilh 
our proposal. staling lhat Ihe a~n,"}' had initi­
attd 3. f'C'\i ew to t!'Sublisb reimbu~l'nIen( Dtcs 
for night inspection ~n;ces furnished to for· 
eign countries in 3CCOrd:l~'"e' "ith Sbtutts­
Bu..,,,u of Ihe Budglet circubrs. and FAA p0l­
icies.. 

In June 1969 ,.," were :!d\isr4 by FAA 
offici.ls that the revX-w had not yd been 
completed and that 3 decision rep~ the 
indusian of indirect ~"'OSts into the f'liPt in­
spc!'Ction r::ucs structure h3d not yet ~n 
..,,,,,hed. 18-164497(1). Seplember I&. 1968) 

M/SC£LUS£OUS ,1U 1T£RS­
G£VERAL 

257. MOVEMENT OF AMERICAN 
FORCES FROM FRANCE (OPERATtON 
FRELOCI-In response to strong c""",,.:r 
sional interest concerning the mo"emenl of 
America" Forces from Fran..,., (Opftation 
FRELOC). we undertook a bmaJ sunn- c0v­

ering military supply matlers. disposir;;,., of 
surplus materi:al. disposition of rcaI PI~rty 
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.and related personal property. ;mod aJOIOtn.tc­
tion requirments arising from th.e CIiO'UDelit 
of su.,1i..s and persotl'nel by th.e AnDy ~ 
the Air Fo=. Our report on th.e ~ ... -os 
issued , to the Congress in August I %S.: .' . We found that. despite the m3;!;IIitude o~ 
the move from France and the rdItrvdy short 
periqI of titne a.uable ~13lCb 19606 to April 
I. I ~ 7). the Anny and the Air f'.on::e w:re 
able to reloc:lte their perso:md. su;>p&s.. and 

. ', eauipmen~on time and in a gcxnJly .tree­
tiv'¥'Dnnef, As could be up&te.i .,. XI> ~ 
atioa of thk nature. b~r. t::WIy,tim,. 
culties arose. som<: of which ~ ~-tJ_ 
relall:d tq, "robklD5 <:xisting pen t. t!>c 
mooe. 

municltioM to support Ameri\"~n Forces . 
(S-16IS07.Auplst 7 . 1968) 

258. LUl81L1TY OF THIRD PAR· 
TIES FOR COSTS OF MEDICAL CARE OF 
INJURED PERSONNEL-The Fede~1 ~kdi· 

~ Ute Re"",,,,ry ACI provides for rceo".I')' 
irom third p.Mties. under certain circu~ 

snnoes. of costs incurred by tb. miliury 
dq>anm<nts for medical ore of military 

~ penonnd and their dependents injured by Ihe 
third parties. Imp"'mentin~ regulations of Ibe 
miJital')' dcp:&rtmenlS pro'ide that Jppropri:rte 
lepI officas b<: promptly notificd when in­
juries.. susnincd in cirt"umstances .n,,·olving 
polCntW liobilily of tltird parties. 3I'e cared 
for at a mjbury medical bcility or 31 • chil-

•• • Wi tne<Xal facility and p;oid for by the mili-

• 

.. ... 
'The most signir1C2Jlt Pl"bkms DOted by 

us were ~onows: .. ., .. 
, -Gontn>1 was 105l ""'" Yrge Quant:aoes of 

suppl ies 'and eQuipnent. .r'!CtLd .. .g 
, _l)il:S.amrnurut ......... andm~~ 

pie. 'nltomlle inve'\r.>ry te::cras. :-:n-
. '. tr~'ld to'u'lis St~t()f\. • 

• 
-Supp1ies wer-e shioPed to Ioc::aio 5 . 'en 
~~ _ tac.hr ........... -... 

IIbIe facilities....8-e not ust 

• • • 
. -RQJ~ tor COIw"tion c::ff Uj .. 

liona' •••••• i't1lOln ~ ~Maes 
.... (Nef'SQtecL ' 

• -Some of the tnbJftS"'" poncnool ....... 
orty F""" from _ F.....". ~ 

-.. ....., oneff<C1...ty, 

-some VSJbIe Qe""1IONiI pr'OC)tI"'t'f WQS not 
_Irom_~ 

• 

Some of tbese probkms W>cre comp .... 
cated by the r~ct that the Sttrecuy of De­
fease did not app~ new b=¢cms 1D1ti1 
relatively bte dales. OtlicWs of Oe Ikpan. 
ment of Defe,:se sull:d that !hoe &la)'S ....-e 
caused by probkms asroc:iall:d wit!> p)id flow. 
relations with forripl ~ uri !hoe 
need to formulate x:cq>table limes of cua-

'\ 

.11ry dc:;wunent. 

• We found thaI tb"", regulations had not 
'been prop:rly implcm<:nled . The implemenl' 

• "" rroccd= i""b!ished al th~ mtdical 
facility l~el we", not unifonn among. o r 
.. itbin. tb<: milil3ry dep3tlmenls.. AI so",", 
facilities no p""",dures h3d becn csublished 
for repcxtL~ info=rion on oulpalienl visib 

• by milital')· member,; ~nd their dep"ndenls 
and OD are fumisheJ to mililary member,; by 
c:iYiian -.1ic:U facilities. 
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In a report issued 10 Ihe So=crebry of 
Deferue in Dc-crmber 1968, we recommended 
diat tb<: opcnting procedures of Ihe mili~' 

cIeportments at Ihe medical facili ly level be 
Inioed.. .. 'here ~. to requir. that all 
pcninc:nt ~t.> be promptly fumhhed to 
appropria'<: kpI oOic-crs with n ... p"c, 10 all 
injuries or oth~r circumsbnces .. -here third­
potty liability may be involved ~nd where 
medial are is furnished to miliury personnel 
or tbeir deprndenls. On JJnuary 31. 1969. 
th<: D<p;onn.ocnt of Defense outlined 10 us 
c:atairr pro<xdu~1 clun~ iniliJled by the 
milituy d~nts. " 'hich are S"nenUy in 
conSOD~acc . ' itb our rccontmencbtiol'L 
(S-1331·a:. Dea:mber~. 1968) 

aB. OISTRI8UT1(\N OF PETRO­
LEUII PRODUCTS IN THAILAND-At tb<: 

: 



requ<st of ~n.tor William Proxmire. we 
made an in''<Stigation of the operations of the 
Navy Fu<l Supply Office in Bangkok. Thai­
bnd. The r<qu<st was b3Sed' upon inform3tion 
furnished to the ~n.tor that theft of petro­
leum. oil. .nd lubricants in Thailand was 
widespread .nd that this was due to weak· 
nesses in the systems for distributing the 
petroleum products and for processing the 
documents which initiated paymen t for the 
products and for rebted services. 

In our l'<'port. issued to the Senator in 
hnuary 1969. we upl'l'SSCd the opi'l,o:l th~t 
the eontrol systems for distribution ,,,t' the 
procedu= for processing of Government 
documents for payment were deficient and 
did not ad<qU3tely protect the interests of the 
G"vemmcnt. The princip:tl weak 'less was Ih3t 
tbe Sub-Area Petroleum. Offic.~ i.. Thailand 
and the Inspector of Perrolel1m I ~ Bangkok 
signed documents ... -hich ackno" I<uged deliv­
eries of petroleum products b) contracton 
without h.,ing obui.,ed independenl and 
documc!'nt('(f \'criJic3tion from the recei\'ing 
bases that the c!ctiv.ries had. in facl. b<en 
made to them.. 

Theil of petroleum products was .ppar­
enUy pe~trated p;"~rily by collusion .nd 
forgery . Therefol'<' ""en a more >ophisticaled 
system of ,-ontrol may not b.ve detected such 
irl'l' gubri ties. 

We pr"posed to :he Commander. U. S. 
Milibry Assist.n"" Comman1. Thailand. that: 

- All ~ Cln'entty )n effect 

in TNIL.Ind for conuolhng receipt of. 
and ~1 for. tk.:lk aviation fuel ~Iso 
be ... _ to bu~ ground fuel. 

-A __ be estab,_ al I ,,,,,,,,nab,... 
h9'l ~ of responu,ifity 'Ot mont­
tur;.,g the full i~_I'lion of all 
preocribed f)fOCI!du.". for both avialion 
If'd ground fuels al all """'s 01 'espon­
sibility. 

The Command fu:nishcd us with dau show-
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u,g thai action had been taken in tine with 
these propos:lls. 

We proposed :tIso. and the IXpartment 
of Defense agreed ... ith our ;>roposal. that the 
distribution and malUgement of petroleum 
products in Thailand be included in futul'<' 
audits of activities in Thailand. (8-163928. 
January 9_ 1969) 

'. , 

250_ SECURITY CONTROLS AT 
AIR ROUTE TRAFFIC CONTROL CENT­
ERS-Certain of the radarscopes located in 
the air route traffic control centen (centers) 
and used by the Fedr:r:tl Aviation Administra­
tion (FAA) to control air traffic display infor­
mation ...-rucb is used also by the Aerospace 
Defense Command (AOC). U.S. Air Force. 

. and other military el<:ments. Because of the 
joint-use aspect of tbr:se radanropes. cbssi­
fied infonnation .boul the national air de­
fense system is obtainable by correlating data 
displayed over the radarscopes and other dat. 
pertaining to equipment settings and the air­
craft. RJdarscope dispbys of this n.ture are 
classified by AOC as secret. and FAA there­
fol'<' is r<quired 10 maintain appropriate secur­
ity controls over such displ.ys_ 

In May 1969 .... ~ reported to the ScCTe­
tary of Transportation that although un­
cleared persons were genel?Uy denied access 
to classified information displayed O¥er these 
radarscopes .t most eontcrs. violations still oc­
cuRred at some loations. We found that 
guards without clearance. janitors. .nd. in 
some insunces. the ~eral public bod been 
pr:rmilled access to classified inform3tion dis­
pb)'cd on joint-use radarscopes. 

In our opinion these conditiom occurred 
beause (a) field rersonnr:1 had not complied 
witb security instructions which permit only 
guards with c1ear:mcr: to patrol :ueas where 
cbssified :nfonnation is stol'<'d or displ.yed 
O¥er joint-use radarscopes. (b) FAA had not 
establisbtd adequate procedures to ensure 
that janitors would br: prevented from pinins 
access to classified infonn:ltion while workin, 

\ 
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in areas where classified information "' ... s 
either stored or dispbyed over jo;nl..- 1'3<br­
scopes_ and (e) FAA's OffICe of Compilan.:e 
and Security had not made su meienl ~~ws 
of security pr:>ctices at the cenlen for the 
purpose of 3SCertaining ... -bether security in­
structions were being complied wilh.. 

We proposed thaI tbe FAA Adminisrn­
tor direct thaI .ction be taken 10 implO\~ the 
security pnctices al lhe cenlers. We abo sug­
gesled thaI such aclions include (a) periodic 
reviews of FAA headquarters security pnc­
tices at the cenlers. including evaluations as 10 
the adequacy of inspections made by regional 
office securily pcrsonnd. and (b) cbtaining 
security c1=,-cs for 311 cenler ~l in­
cluding j=itors. who have ... -cess 10 n:stncted 
areas. We proposed f~ lIut ... lotte it is 
not pr:>eticable to obtain 5<'Curity donnees. 
aclion be laken 10 CDSUtt thaI .11 sueb ""rsons 
are kept under conlinuous observation and 
thaI Ihe cl3SSified dab is """ered or o tJ>er,o;se 
protected from observation. 

-' 

The Co=nder. AOC. agreed wilh our 
propos;lls thaI (a) eon!r:'Clor guards and jani­
tors whose tiutics require unescorted entry in· 
to .", ... c-onuining cl3SSified dala should have 
--secrel- sc..."Urity clearances and (b) conlrac­
lor gu:uds be re<juired 10 patrol restricted 
areas al tbe centers when Ihose areas are nol 
occupied t>y sec-.mly-<:!eared FAA operating 
pcrsonnd or olhcrv. .... prolecled by adcq".t: 
security mnsurcs.. 

The Assistant Secretary for Ac!ministra­
Iion_ lXpartmenl of Tr:>RSpOrt.lion. agreed 
with our fiDdin8S and cited certain'specific 
co~tn-'t' .2ctions.. consisttnt with our proper 
saIs. that Iud been taken or were planned to 
improve security pra.:ti,-cs .1 the centers. 

We t.:~'e lhal the corrective action. 
taken and rbnned by the lXpartmenl should. 
if pro,<rly implemented. strengthen Ihe 
~rit}" controls and pr.h.:ticcs at the emler'S. 
(8-15707:V,by ::.1. 1969) 
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FINANCIAL SAVINGS ATTRIBUTABLE TO THE 
• WORK OF THE GENERAL ACCOUNTING OFFICE 

• 
The m""",,,,ble savings Mtributobk to the work of the c.,~r31 Acrounling Office 

,~ IlSCal y= 1969 ar:: summorizeJ in the foUowing schedule 311d. e.ccpt for collec· 
.,.,.., :>re described more funy in the accompanying listing. 

There are :also savings resulting from our work which are not f a1iy or =dil) measur­
>.1* in financW terms, A number of ex.mpks of sa\ings of !his n.ture !uve also been 

• cIc:5c'Itbed. 
• Also described are "",,,,,,I examples of where our ex:unin.3tion of "~,,ey and con· 

~ operations resulted in sa\;ngs .nd &enelits to others (i.e .• re31ized or potential 
• ...xrru other than th~se diJTcUy to the Go,emmen!). 

• A number of the savings included in this section !u\'e also been d.iscusscd in more 
dcuiJ"m the rebled seclions on lanJings and recommend.ltions. 

" 

, 
CoIlectioes and Other Measurable Savings 

•• ... 
• 

(000 ",,;tUdt 
, . 

" • • • Col_ 

• 
• 

~. -.. A. Fbrc!\ , .. 
~ 
..... c.ttu<. 
Co • ec:e 

• • 
DEPARTMENTS 

HeIIt:h. EducattOn. iInd Welfare 

• 

, 

~ _ Utbon Development 1- ~ 
~. 
utx>r • 

, _Otfoa: • . 

• • 

• 

S-C onclud;"g.:.oo. Peace Co<l>s. and USIA! 
T~.atq'i 

T-..ry 
AGENCIES 

• ~ Energv COfnmisston 
~ $ervace CoI""W"nISlIoo 
~ Scrvca Admlnl~tratlC)n 

, 

NiIONII Aen:wwL.tics Jnd Space Adm'OIstrattOn 
-.. Sc;.ncr foundal;on 
()fh:e of E(X)O()f'""I': Opoortu.nl~ 
_R .. ;""""'tBoard 
SdottNe Senner 5ysIem 
· ... ez;.iS Admin.Qnd1Cll 
P.ogo..U1Dry ~ ... 

Total tor deportmenU and~;'" 

• 
• 

• 

,,. 

$ 933 
3J9 
166 
36'; 

e 
1 

891 
!5 
a 
e 
1 

31 
188 

2 

244 

164 
1 

3 

3.314 

14,161 
2,819 

$20.360 

• S t8,063 
36,c:b1 

2.4:>4 
:!!I,fl.S4 

462 
193 

3.419 
602 

10.545 
1 

11") 

142 
2\).013 
29,210 

Ic:b 

213 
496 
950 

2.284 
123 

13 
624 
342 

161,215 

~161215 

To'" 

S 19,016 
36,396 
2.620 

40.209' 
410 
194 

4.310 
611 

10.553 
1 

188 
: 49 

20,044 
29,458 

107 

2~ ~ 
140 
950 

2.284 
123 
164 

1 
13 

821 
342 

170.589 

14.161 
2,819 

SI87,515 
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DETAILS OF OTHER MEASURABLE SAVINGS 

Detaili of other measurable financi:ll savings including odditionol revenues attributable to the 
work of the General Accounting Office during the liscal year 1969 totaling S167.~ 15.000 are listed ' 
~Iow. Approximately S65 million of the savings or additional (eVenues arc recurring in nHur. lnd 
wiIJ continue in future years. The ite= Ii,ted consist largely of realized or potential sa,ings in 
Gooemment operations attributable to action taken or planned o n findings de.eloped in our < .. mi· 
natioa of ageucy and contractor operations. In most insta nces. the potcntial benefits or< based or. 
abmaks and f .. some items the: actual amounts to be real ized :lfe contingent upon futL. :'c actioa ; 
ocC\~t:s. 

ACTlON TAKEN OR PLANNED 

...,Maac L 

s..;ng. -.""'" from reducing !tie 
.....-. ond sueol Coast Guard 
b"oy 1enders c:DfT'mensurate 

~JI expect.ed ~els of opera­
tions-T~tiotl (estima(· 

ed ........ ~ S2.120.000: 
nonrecu"'''g. S~.500.0001 ... 

~ing5 o...e to a reduction in 
..- t_ ~ N;wy SJpply 

depot'S tn the F i/r East as a reo 
SIlt of etll'nitvtlng dupl icate 
ond inlr.J:Cl demond data used 
in determining stoci: needs­
~f~ ... ;"gJ .•.••.. . 

Awoidiw c e of grocurement as ~ re­
.... It of _sod Departmen. 01 
Defense policy under whCh 
ttw. is ~ extensNe recao­
ping of ~;"aa1t tires-ArI'l"rV. 

~. All Fo<ce ''''i"",ted .... 
nuaI _;,.,g.J ... .......... . 

Swings clJe 10 ~ reduction in 
irwemores resulting from a re­
duction ~ ~ time al50wance 
for ob~ ...-rl for u" ;" 
Viertl6m.. r~ expel ie .. ::1!d 
-.r.g szoct had been ~ _,ty res INn ''''nused in 
_isIWlg stodlage object;.", 
.-lid enabled COITe£)Or'lding rea 
clIcIions in growrere<>t funds 
required _ """"""ia1Ied-

""'"" '-ingI .... ... . 

$ 28.620.IYJO 

12.705.000 

10.000.000 

8.600.000 

SaYtngs due to canceflatlOn ot req ­
uisitions for 5Utlphes '·J~ l(..h 

¥li'el"e excess to Manne Corl» 
needs in the Far fast-Navy 
(nonrecurring' ..... . . # . • . . • S 9,400,OIJO 

Savings resu lt t~ from reduct ion 

in inventories due to rev;slOn 
o f proce.d.Jres in eliminating 

dUIJlicat.on between NJV'I irr 
ver110r~ and GSA invCfHOt-es 
held fOl' NtNy U5£ and from Ie­

duted ,nvestment, ma~ 
menl. and warehouSIng costs­
Navy festlmated annt:--' sav 
ings. SA73.CXJO: nonre:urnng. 
56.500.0001 . . .. . . . . .. .. . . 6.973.000 

s.,tngs resutti:"9 fr.:HTI funds ,eli: . 

QUishec1 from an amount that 
was e.Ytniilrlced tOf (he pfOOJre­

ment of fertilizer and tOr-..: tt' 

cides. wf'lCl had been over pro­

grarl"lf'T'led. an1 was ex~ to re­
quirements cf an afd.rocfl!'iving 
coun try - Agency fOt 'n tet'N­

tional Oevefopment (r:?f'l(CCU( ' 

r~ ... ... . ...... _00 • 00 • 3.200.000 
Price reducrions under eaist ' rl9 

contracts or DfOPOsed ~ 

ment5 tesultmg from r~ of 

prices negotiated . Army. N """ . 
and A ir F~a (nonreo.tf"rtng) 2 .059.0CX' 

S-ings resutt ing from rt'ductk)n 
by the Army in Eur~ of It. 
depot·_ ftentoty I", ~ 



r 
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ACTION TAKEN 01\ PLANNED 

SoppIy -.-...c-tilllOOCl: 
sistence to support Air Force 
'-".ments-Armv (noMICUr· 

[ p' LINt 

rong) •••• • •• • •••• • •. ••. •• $ 2.027.000 
Sivingl re5U1 .. ing from USI!t of :ess 

eonty rations bV the Arnty in 
Europe and OYerstod<od "C" 
rations made ava ilable to meet 
requ irements in Sout~ast 

1»>-". my (estimated annual 
-inIIS. $' , 4OO,!lOCt nonrecur· 
~ S5OO,CXlOl ..... . ...... 1,900,000 

Canr.ellotion "f pl.ms to proa..re 
mater.. br the FarE ast in ex­
c-es of needs-Army. Navy. 
and Air Force (norveaming) 1,755,000 

ProaIremenl of pact aged petro­

Ioum products will be """oded 
ttYough t:. U1e ot 3i'COdt pre.ot.. 
cx.sIy held as ~Iionod ww 
relerves-Defense (nonrecur. 
ring) • • • • ••••.•• • • • • • .. • • 1,100,000 

S""ngs by reclaiming needed 
...,.,..ticai spare partS and 
~ts from excess mod ... 
f atien K its-NiVY and Au 
Force (notl"'C1Jrr i"9l . . . . . • . . , ,043.()"() 

r_ prO<:OCb'" adopted 10 et>­

...... full recover,!, of messing 

.ncI merchandising losses prev'" 
ousIv Ibsoibod by the Gover ... 
nwtt in COMlltCtton with con­
.. oct for Iogislical _, .t 

" .... in W-issile Test S itl)-
~ ("","",rring) . . . . . . • . 579,000 

s..ings by _imi" engi:>e parts 
~ ~, !ft' :n excess 
.on::rofl engines _ • ,sing therr> 

to salisfy stO<.k r_irements- · 
,.".InonrOClJrring) ., .• •. •. 

C. ... lbtion of plano to pul"rlIaso 

fldio eeJI'IJipment fram an It»­
... contractor and Pf'OOJrin; 
the .qu ipment from U.s. 
sources at lower pric:et-
0.-.. (nonrocurring) .. ••• . . ~(~., 

Swings raJlting from the 
dmbIigotion of funds which 
__ proyiclod for the pI"()QJre-

"*'It of petrOleum. oil. and 

-.0·_ _ "'.o,: . "~;;_. ..;; _ I,'" _ • 
", ...... _J-J _ _ r.-h ~ ____ :...--r"";...:.--...._. 

,; 

, .. 

Iu~:-.ants for the polia! 
do!p ... ment of • foreign 
"""ntr-· that no long« _od 
assisr41n:e from the Unitact 
Stab!S-.4gency for Intor· 
notional O...,Iopmen, (n0n-

recurring) .. . ... _ . _ . . . ... . . 

Cor>c.JIIo'i<>n of p""'. t? purchase 
equipment for "rT'.ared penon' 
net canien. from an Italian 
contnlCtOr. wh tctI \'\' in be 
_uirod from U.S. oourc;es .. 
_ "rices-Oelen.. (non· 
r-.:. .,.ing) . . . , , I I • , • I. I I • _ • 

S"'/i~ by canc:el ing rur~ 
request for material ident;tied 
3S bet"!, ur .. :ecazary in the , 
Nwy's prO!)r.lm for """,ir of 
dec.t1"Onic it~NIJYY (~ 
...:urrj~ " . ___ • •• , _," __ _ 

~ ... 'ings f'e'SJlting fl'Om the in­

"'_ use by --",ies ond 
contr . tctOrl of General Services 
Adm.nistration tormelly _ • 

lised conb"acts for rental cars 
,."irnatod ........ 1 _il"l\jS) • . .. 

Sovio.JS realize<! through u" of 
rt1lu iremen u contnlCts for 
__ ','ive small pure_ oord 
_ .... of the General Serv­
iaIs Adminis1ration as II aJppfy 
source-Defense 'est imlted 
__ aI _inOd • ....... • . . • 

Price reduction resulting (rom 
rwview 01 adminisu ,¥lion of the 
P'"ice-acalation c .... .se fn II con­
trw::I for amtftJn ition items­
Armv lnonrec...-ring) .... ...• 

s..ings ....... 11ing frcm .u.ction 
in co;t of iCQ'.J .. tng. ~ter 
for the G. ond Ju~.ction Offioo 
-Atcmic EI.etvV Commission 
I_ ... rrit>g) ....... .... _ • 

s..ingo through ~t of 
mor. oc::onon¥:a' UAIUir<en 
I<" tI1e "'op<rel't and """,. 
...." ......,. of b'_ fuel 
t.": .... 1 for F--4 ¥in:raft-Air 
fon,. i "'''1nO.!:Ting) ... . . .. . 

Cana:I:oticr. of pions 10 procure 

S 

- -•. :.... ... 

- , 

I 

~ 
500,000 

" 
* 

4': 

4'6.000 

. , 
• > 

> 
• <100,000 , -
•• 

350,000 

• 

252.000 

216.000 

1~,OOO 

147.000 
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AC110N T~EN C'"l ft.ANNED 

" SoI\fPIy~­
industrial plant eI\ ;pment for 

• 

• 

cf- in con~'1 pl3nl-Aif 
or..t InonrOCJfTin,P .. ..... . 

Cost red<Jctlon effected by ""lui<· 
"itt1 engine contra:tor. U. pn­
~ their cngina mair tanarce 
instructions in NPf\>ducibie 
rather ."." f" "'"' form _ II> .. 

"'/minote the ~ for .ir<RI; 
c:ontrEton to proc:es _ 

data-trmy (estimated annual 
~ngs) .. .. . .. ... ... . .... . 

..,.ofilm procu,.."."t practioes 
~ t& obtain INXim.Jm d;' 
munts ~ ordering Sol".. ' 
cion! _ities _ lengths 

~til:ile wi1tl __ T~ 
ury IeSl,meted annual _ingsI . , . 

Procurement of i_ill ~Iant 
equ~ ~ after d .. 
cIoue that simi~~t 
_ in SI~Army I,."". 
QATbg) ••••.• . •• • •••••••• 

Sowings by canooIir." orders with 
eir<nft ~tracp _ procur· 

.;"g "f0:opacl\. VOUDd - ip­
mont .t ~ cmt from OQuip­
ment rr......,~fen. 
CnonnK1NT~ ••• • .•••. . .•. 

~"otion of woN _ to 

p~ ,-,"".n of u~ 

.... a.d ••• ""_-... ~ 

.....,(~ ... .. .. . 
Sowinga by obtainint ;te cnwn 

pnxIucts _ cor .... 0 __ • 

ilhabt. sub.,<t.nc. i'_ 
throug" corrtlinod po .......... 
mont w4III _ irct-Ilations 
_ through .. istq conncn 
-Vet.r.ns AdministretOn 
(---.,;ng,) .... 

S<mgs r8Jlting ""'" chlnging 
pricing practice for _ 

..... of GeNe, ••• " equip­
mont ID _ide __ ill "'~ 
in, of ,II it.",. o •• r 
S5,OCXHq,y ( ..... !!Id _ 

,...,.,ingsI ... .. .... .... . 

'.-

r'd t -.. 

• 
S • 101.JOO 

• 

100.000 

• 
l 

...'12.000-

• • • 85.000 

• • 
• 
75.0r0 

!i9.JOO 

'BJXXJ 

15JXXJ 

P.ymenu to Cauama._il Eu ........... 
_ 0IhI< Ind_: 

Termination of urw:;,r::hof'izod filfll. 
ily ... p ..... ic n .11owonco pay. 
ments being made to military 
ponon:>el-Oefen. (estimatBd 
annuol "',ingl) .. . ... . .... . 

• 5,.,tngs fftJlting from using civil 
s.f'V~ empioyees: for work: 

previouoly ~ormod by con­
troctor·fumiohod omployees­

Nation.' Aaron.ute and 
Spice Administr.t;oo (est;" 

• 

t • 

• 
• • 

• 

'I 
• 

,., 

• 

mated ennua! SlYingsl . . . ... . 
R«fuction of lab'..I' costs in tNt 

contracts of two federal'v 
finonc:<d mil ilJWy housing pro­
lacts becau. of ad. "Sled wage 
rata dotormination-l..abo< lno<>-
.."rring) . . . . .... . ... .. • . . 

T....,ination of variable reenlist· 
ment bonus payments to Novy 
on<! Air Fora enl __ 

no! who .-lifted to SOMI in 
positions not requiring the UJS 

of their critical skills.--Dt=fense 
(nonnICIJrringl ........ ... . . 

Sowings in par diem payments 
rw.Itting in rehabilitation of 
Govemm.m quartwn _ meso-
ing facilitiw for pro-.;ive 
.,.."""",,",, assigned to .,ipl 
...... <»<="'.tion-NW( lesti· 
_ onnuol uvings) .. . ... . 

SowinIP in n91t diffetwntial axn­
~tion reaJtting from ad­
justments to the _ing hours 
of c:ortain city delivery Cltl"iers 
oonrino residential orcao-¥ost 
()ff"a ()epo<tmenl lest""-ted 
...... _ ings) ... .. .. . . .. . 

eorr.ction of the medlOd of ~ 
puling the pay of Id>oc.t .-r>­
r.; of the 0-.. ~ 
.-d Sd>ooI-Anny (8SI_ ....... ....., ..... . . . . . . . 

Re:Iuction In or tfim:n.tion of 
...... ,tt.{ .Uow.:ca ;llIid to 
..... 1nd .. 1duaIa omployed by 

-' 

S 9.700.000 

2.100.000 

7711.000 

764.000 

700.000 

128.000 
""-. 

72Jm 

i -

. i J. 1 
. '. '~',. ' --+1 \ J' ~:.~: ..r __ . _ _ ",,--'_...t\.-w . . .. ~.a..... __ ~ ..,.{ .. ....::;. ........ _ .... -- ._~.:A .. _ ....... --.~- ~.~b· . ::0 •• .-............... -I. Mo.," .;...".:. .. -
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ACTION TAKEN OR PLANNEO 

hy_m Gow«'w,_" E:npI_ 
_ o-.Incliwidu~tinuod: 

Atomic E~ Commiss;on 

Ed? 1 

contractors (norr8aJrring) $ ~.CXX> 

$a\oings resulting 'rom revision of 
·~ures rel.ting to dM work 
hour'! and compen:.ation of 
couriers and escorts engaged in 
ohipmont duties-Atomic En· 
ergy CGmmission (nont'IIOJ,. 

ring) .. ....... ........... 25.00) 
s..;ngs ~lting I,om the u .. b\' 

Customs employees of a rou<7>­
o"ty type uniform instead of a 
futl ·dress uniforn-Treesury 

(estimated "'Y:U8lsavingsl . . . . 12.000 

L.-, C.w't.iI,u1i __ Gr.onta: 

R.tuction in Government st .... e 
of costs incurred under the 
~Iition grant progrnm reo 
.,tting from d\anges in admir:i· 

lImive ptlICtlces and ''9'",. 
tions- Housing and Urban 
Oevelopment (6Ittn.a'~ an­
nual swings. $4<.4.000: no ....... 
a.rring $t68,OOO) " ', . ,', . 602.roo 

Increa. io interwst ...... dilflll'Jd 
on storage equipment and foci· 
IIty loans-Agriculture (esti· rna'" annuaIlIYingsI ... ,'.' 400.000 

Cancellation of the u.1CIi3buned 
portion of • loan bocauto the 
torrower faiJed to consruct 

~ loc:ilitia-CommerC'e 
(,.,."...,,"ing). .. .. .. .. .. .. t8S.000 

Reduction in th., emount of Fed· 
... finaneill PlMic~ion in 
..,..,Ioyee fringe benefits and 
_ program Q)SU incu""A 
by 0 cit'l _ dislrict­

Heohh. Education. and Welfare 
(""""""",ing) .. .. ... ..... , 1:>4.000 

Reduction in grant for hoopi" 
construction resuttina from 
"~t 01 C'C4l oIlocal.", 
-. Fedorol and ",..~F~ 

.......... HooIth. E.:..cot"",. 

..s WIlt. ... """""",,ing) .•• 7".000 
-. 

112 

OlsC'on1inuance of use cha:"98 
~.ing made egaiost Federal 
gnK1~ ond C'tIntr~ financing 
t~ operations of • university· 
o.vned research vessel Ifter the 
vessel's .,;quisitior. cost had 
beon fully ,ec:,ve",d-Nallonal 
Scieno! Foundation (estin"8ted 
... nuat ~vings) . " .. ...... . 

~Com: 

R~ion in interest COstl result· 
I"Q from revtsed fetter-of-credit 
procedures tor withdrawing 
GOyefnment funds under 
1>00:'111 .....,di gran ...... H ... ith. 
Edu-:al.on. end Wel~ere (uti· 
mated annual _ingsl . .. . . . . 

s..ings in "'_ costs ,,,,,,,lling 
!nom Pfocodurol imp:.. YniIOt 
Inoblin; _Iier depwit 01 
pOI,.1 (ecicts-Post OH;c. 
[)epertment (lIStimated ""nual 
_iogs) . .... .. ..... .... .. 

........ __ c:aa.: 
C3nceIlltion of hlased cirwits in 

Eur~ • .-d tJlf'\Iferof ciroJitry 
!nom 1_ to Govemment-own­
.o-.Cwfen. (estimoted .",.. .. 
-'ngs. $453.000: norncu,· 
ring. $374.0001 ........... . 

s..ings "., in~ ~ 
of IUtomatic cS.ta proc:ssitlfi 
equipment by limiting the 
oIlo",atdi.., of in~y 
aees;ng com t\) nomlll owaer· .n., """,-Navy 1000000000ingI 

~ by including the """ of 
lpeoce rente I In lhe tot.l 
IRQJnt required to be repoid 
to the I!.s. T...,ry !nom 
_ -.eo of the Bonn. 

vi" Pow. Administration-
Inwior (orti_IOCI ......... __ """ .. . .. , . ... . . ... ... .. .. 

s..;ng. r.oIting !nom ..... ising • 

$ 11.000 

95.000 

11.000 

783.000 

180.000 



ACTION -AKEN OR PLANNEr' 

pu:rchase agreement entered 
into by the Air Fon:e f;)r • 
building in Colorado Springs. 
Colo.-Air Force (norvtQIr· 
ring) . . . . . . . . . . . . . . . . . . . . . $ 527.000 

Savings resulti~ from purchasirtg 
rath61 than continuing to ~ 
printing and nproduction 
equipment by Rod< Island 
A,senal-A:my Cnon .. ecurring) . 

R eduction in !abo:atory space 
rental cost resulting from rene-
gotiation of le,a,e agreement­
!:.)mmtl'ce I",,"recurr ing) . " . . 

Ronal 1_: 
Increased rental rates and utility 

d1argos for C-"""",nment owned 
quarters- Health. E1uCltion. 
and Welfare (estimated ~'nu .... 
savin<JSI .......... ...... .. 

inc:ntMed rental rates cho:.rged prj· 
~te t~~ cornp.anies for 
pole attachlT".ents-Tra",nortr. 
tion {estimated annu'".; saving; 

Additionaf m'ttai inc.>me tor u. 
of GO\IIl. m:nent-<Wmlid indu5-
tri.ll fQUipment in the poaes­
sian of a contractor-Air Force 
(estimated annual qvings) . . " . 

c:...-tIan. Repoir. _ 

• 2 .tCalla: 
Cencetlation of plans to comtrvct 

...-.munition norage fOjCili"ties in 
Europe-Army (no"""""ing) . 

Savings resulting from negot:':ing 
reducti.J,.i in price proposed for 
modificat~ to contract for 
construction in the Philip. 
pines-N_ ("""",,,,,,ing) ... 

s..ings Ihrou." impn.wed lPOCifi· 
calions tor construction of 
tr.nsmission tcJv.IerS-lnterior 
(estimated annual savings) . .. . 

s..ings Ihro.q, the corwwsion of 

8.000 

8 ,000 

92.000 

12.000 

6.000 

1.~.000 

1.000.000 

911.000 

tU 

boiter plants to en.abie the US2 

of m nre economical fuets­
Veterans Admin~1ration (esti­

mated annual savingsl .... . ". 
Reductaon in Federail parttCipation 

in The c:o.st of • frontage road 
bee.use of reviti!ld des~n stan. 
dardl-lr.-.sportation (~ 

t"8C\H'r log" • • • • . • • • • • • • . • . . • 

MIlieu". lh:iIIDtion: 
tabor efficiency .. crNSBd in the 

repM program Tor il'lOP4!r"able 
and O'.«age aeronautICal ~ 
ponenn ~ N .... aI Air Rework 
Flctl. ty. ~olk. Va.-Navy 
«nonrecurring) • . •. .....• • .. 

Sowings ra.lting fTOm t0030lida­
lion of the activities of the 
FedtraI Aviation Administra 
lion-, Beirut 800 Frankfurt 
_ that ... "",..JnSibie i J< 

inspecting and test'ng naviga­
ttoNl systtw'nS-itansportation 
festimated annual mYi, ~ '" . .. . 

RDA:tion in the use of military 
pet "" .-.eI at "",,-ropriatod· 
fund activ ities a' mil itary 
b __ -Armv and Ai< Fo<<:e 

Ieslimotod amuoI_ingsl . . . . 

UtilI." .... , of U.s._ .... "....... 
ewi. r 

5,.,ings t'KJlting from the utifiz • 
tion of U.S.-..I excess 
Ceylon rupees in lieu of dollars 
to ,.....,. the "-oplo to POODle 

Heal,h Foun~ation. 1,,,"_ 

Agency for Internat io na' 
~t (nonroturTingj .. 

s. ' . '-'!ting from the u.tiliz ... 
lion of U.S.-<WW"ed exC'ell for· 
eign """'"" ... ~ irI lieu of doj­

... eo poy ..... ,;.: ancI other 
benefit. to non·Am .. iean 
_Ioycs ' in """,,in foreign 
countri,.,$-S.ate (cimeted --ingsI ....... ... .. 

" , 

S ~1.000 

423,000 

' J 

1.230.000 

215,000 

• 

243.000 

70,000 

" 

• 

I 
I 

• 

-. " ,. 

. .' 

• j . ... 
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ACTION TAKEN OR PLANNED .. . 
T .. , .. !Ion: .. 

• 

~: resulting fro.n the elimi­
notion of jl2Yments of port 

.cI)orges tor shipments tv aid· 
lfIceiving countr ies-A~ 10< 
International Oeveiopment 
lestimab!d 0"", .. 1 sovir>JS) .... 
~ In CO!.( of !r~.sporting 
~ b.tween the United 
S",,,,, one! points in the P3cilic 
t~r"'gh Q~ect Government 
mln.gament of sh i~ts. 

• """" etfoctive use of mil itary 
tI1Ir&Pacitic airlift. ~ d reduc- , . 
nons in comne .. "Cial transpNta­

tion'"'rates-Oeffln5e {estimated 

.-....at SlYi~ . .. . . . . .... . 
Sivingl from consolidation Clot 

Gowrnme<1t :mall freight ship­
,.....1 to obtain lower tran,. 
pcrution ,.. .. oftered by <lOr. 

r i,r. r ,l larger shipments­on._ ~ G ....... Services 
Administration (estimated ar.-

. nuaI_ingsl . L .. . . . ... . 
fI"'udion ;n ·cost r.f moving 

houlOllold .O"...ds,f military 
peo .... lOt ~.". the United 
StotIos ....... Eu"tpe by more 
.x:uqtl CCH'T'C:*i!on 0: ':;hip­

... mocI: c:ostH)eten..Ies!. 
. _:.:I irc.uat;"'ing;l . . It ... 

s..Ings in oomnieft:iol,~ 
lion <DSIS retJlting fron: we of 
.. a.bh ... on military .ir­
cnft to 11.~ ~ or 
......... mlli~ cargo-.. 
the Unib!d S", ... one! E~ 
~ (esw:il'Nted WWlUai ~ 

.... $1.282.or-..o; nont8OJ(ring. 
$412.000) . . ..... . . ..... . 

c.nc.n8tton ,.)t pi ... , 10 build • 
... cd'.1 'ItC....,. WWIhou_ in 
V_\I)st<n~· .. ~ 
.....,. 1-0._ lnon-
....,.;ng) . .. ... . ... ... ... . 

s..ringI in .- of b • ..,."..ing 
-un. pr_ metter frOtn 
___ .. po;ms in the Pacific 

E ' i .... 

•• .. 
S 16.000.000 

• 
• 

• 
• 

5.938.0QC? • .. 
• • • •• 

:I.ooo.L 
f 

• 'I 
• 

2.900.000 

1.200.000 

• 

•. 

" • 
• • 

by d'-t;"g shipments from 
~ air carriers to less 
castty suma trlInspotUtion-­
Def..,.. lestimated annual __ 

it'IISI ........... . ....... . 
Rfduction in operation costs of 

LOGAIR lai'lift ..... a _ 
"",..-.:t to ~ ir FOtcel t-: s:Jb­
Sf-..uting I SICIl of Whi_ 
Air krot 8aoe. Mo .. on an ... 
.-basis fOt • doily str'!> on 
• "",,1orIy _led ~ 
Air Po.... lesti.nab!d ."".,..1 
-wvsI . : ...... . . ..... . .. 

5.rings in administrative costs re­

'""It ina from revised poocodUl1!S 
for pavrnen: and aud it of small 
transportatlon claims-Army 
loaim>t.d annual -r.gsI .... 

s..;ngs ....... :t.ng from the .... 
of LOGAI R aircraft f<>< ship­
ping porce!.post type items-­
Air Force lestimated annuoJ 
savings! ............... .. . 

s.ttngs by diro-ibuting ernrr.lJni· 
ticJn sh;Pnollts in sufficient 
quantities ~ meet: the gu.aran­
.- minimLm wei~t for -=II 
"""O-Atmy lestimob!d .... 
nuoI~ . .......... .. . 

Swings in air tran.."",tion com 
... Iting from the abstm.:t'·'" 
01 _ oostIy true!< " • ..,.,... 
tion for LOGAIR service Ail' 
Force Cestir'".ted ~ ~ 
ingoI . ....... . . .. . ....... . 

Reduction in rr.n~tion CO$D. 

by CQrr'C>8I';nr the PO"'"t~ 
dIIr1;Ies of the "",;Iob:e I;' or· 
riln __ ionoI Aanonoutics one! 
Space Admin_ 1_ 
_tod ...... aMgsI . ... .. . 

Swings by the eliminltion of..". 
icI~twop ... _ 
c:porMing _ Bolling Air 
Force _ one! the f'w;1JIiIC.!>-
.. irFort:eI ___ ..... · 

<91 ....... ......... . .. . -

-. 

$ 650.000 

202.00c 

170.000 

~/.OOO 

51 .000 

32.000 

31,000 

•. -
" 

• ....J;i. ,-/ ,.· .. 1 -:'7 . 

• : ... !- ..... -'~-..-...:o.1:.~_in ",:'("'''''i.;.?-tr.~j; .: 

I 
j 



ACTION TAItEN OR "L~NNED 

~-_Ioc.otion of """""ir.t>ursJble 
flood ex>ntrt>1 bono .iU in con­
~willl the San Luis Unit 
c.ntral Valley Project-Inte<io< 

Ed ,w. 

InannIC'U"ing' . . . . . ..... . . $ 5.000,000 
&tW."\8ted SBVings :"'e to cancel· 

Iation of pi..., to acquire land 
• eu ..... of 5(>ort Fi_ies 
end Wildlife M9-atory Wattr· 
..... Refuges-Interior lnanre-
curriI!ol ... ............ ... 3.624.000 

Recognition of edditional COSIS­
principIIIy 0-_ litoable 

to certification and omY reim. _Ie ..,..,iczs pufO<1'TlOd by 

.,. Food end Drug Administr ... 
tiort--ft:utting in L-ansfer of 
!lIrP"'s funds from the Ad· 
minislntion's Revclvi"ll Fund 
.. Iop>ed lPIl<OP<iation IC' 
..,.,.,....Heotlh. Education. _ 
__ lnon<'IICUrl'ing' . . . . . . . 1.934.("'..0 

Addi".ionoI omuoI , ___ rn.1t· 
ing from inc:rea:leS in fees 

- cNrvod by tho. Food and Drug 
Administration too- cortifa­
lion of antibiotics-lleallil. 
EduQtion. end Wotf.. I .. ... 
_...-.uaI~ ....... 1,100.000 

Elmicwtioh of anRJ_ ~ 
...... too- 1965 too- Medical fdo_ for "otionol 0.­
_ .......",- :>e_ lnon-

..,..,.;ng) .. .. . . . .. .. .. . .. . 7C. .000 
EIminIIion of • lS-tJace.t ""'" 

onium ~ for oomra::1 lit 
~ ..",iczs fumiohod to 
Us. _acton by 1ho GOY­
It'fUMI':! of V.etnIm-State 
festjmoted...-.ual~ . ... 567.000 

AdditiDnll in_ incof.~. to the 
Gowell, •• t"'" SwYice 8er\. 
...-. PIon under .,. FoderII .,'PIa'" t.tltt benefits Pf'O­
.- ..... i"ll from 1ho c0n­

tractor', i_ing t>tCII'""' 
funds not immediotoly .... 
",_ .. _ C>JIT8'1I cbligo-

t~ Senric:e Commi$. 
............ ...-.uaI8WingoI «10.000 

---, ... _-,;. ... -.. -

, .. 

Savongs multing from the Fed .... 1 
Communications Commisston 
_,alQ6il1eht 'oJ( sNlrtng u. of 
its compute< end thereb·/ ClOY;' 

.te the need for lease of • com­
puter by In<'tIw agency lnon-
"",,"'ng' . . . . . . . . . .. . .... S 

Savings III~.Jgh cNnge in 1ho 
mothod of financing the optn­
tions of the Of'ita of the 
Go.ernment Comptroller of 
1ho Virgin IWnds from Fed .... 1 
.ppropriat ions to reverlUa 
which otherwise wou'd be 
tr.nsferable to the insular 
iJovernment-lnterior {esti· 
mated annual SOYingsI • . . .. . . 

R~uctior. of _t fees 

paid to oontracton too-~ 
tion of 111_ notionJ/ __ ,," 

centers-National Science 
Foundation (estimated annual 
_ings) .... .............. . 

Sawin;s in !.!til::-" costS in West 
Germanv c • ,.."tt 01 obtain­
inp oert n tax eJtefTCJtions-Air 
Foro! testil'Mts:! annu~ sw­
ings. SSS,OOO; _ ing, 
$10,0001 .. ............. •· . 

Savings .-.lting from participa­

tion cf ""'"' hospital d<part. 
menu in the pt09"lm to reo­
CD¥8' lilY. from X .. ay end 
photogrlJ,>hic pr')cesses­
V.....,., Administo'~ion (est,· 
_ ........ 1_~ 9SI ...... . 

_lion ~ .... poo ... ~ 
... III<ninisntM chorves to 
c_in cost·type oontrK\$­
N.tion.1 A.ron.utics end 
Sp.::e Administration (~ 

curringl .. ....... ........ . 
Reduction in . ·contrE1Or'l min,," 

II1UI!I teo •• rn.h 01 using 
the most curnnt cost dati 
... _ befoo-e .,. IUrt of 

negoti.tions-Nationol ~ 
NU1ics _ Spoce Admindlra-

tiorll_~ .. . .... . . 
s..inge from improve .-.IinIt­

lion in 1hI _ of 01f"1CI <S19Y 

.. - ........ - .... --~ .. -- '--

342,000 

250,000 

t06.000 

95.000 

112.000 

ac.ooo 

n.ooo 

. --~ 

I 

I 
1.J 
" \. 



ACTION TAKEN OR PLANNED 

Other 1_,111 Continued: 
m.xl'l ines bV constituent agen­
cies of the Department of Agri­
culture (estimated c.nnual .. iN-

iogs •. . ... . ... .. .. . .... . .. 
Savings resu Iting from the reduc­

tion in charges 2UOWed under a 
segment of the f-ederal Em­
p1oyees' Group Life tn:.uf;lnce 
program-Civil Service Com· 
.mission (estimated atYluai saY-

ings' ... . .. . ... . . .. . ... .. . . 
Additional interest income res.Jtt­

iog from revised' mefhcd of 
computing interest on contin­
gency reserve fundS hefd bv an 
insurer urder the Federal Em­
pbyees' Group Life ,Insurance 
pr~~am-Civil Service Corn-. 
ra i.s:s.an {estimated lJI"\nuai saY'-

ings' ........... . .. . . 
Savings through chNging the """. 

icemen's group life insurance 
program with direct admini. 
:trative expenses. the cost ,.,f 

whK:::h will be borne by C:I:JV.I'ed 

s 62.000 

57.000 

39.000 

111 

mem~-Vt!terans Administr. 
tlon (estirna!OO annual savings. 
$7.000: no.,recurring. $19.000' $ 

Savings as a result of a bulk ' ':iid 
contract to" roof repairs or 
houses ac:qu ired thn:.ugh fore­
closure by the Veterans Ad­
ministration (estimated MOuat 
savi "!;S' . . . . . . . . . . . . . . . . . . . 

Saving thr::>ugh revision of a:Jminis­
tnHive le~'e pol ic~ 'Iafive 
to Stue hOi'dayS- .Alect iv8 
$entice _ '/'Stem (est'imated an· 
0<.: 1 Sil\"iNJ>l ..... . .•...... 

Annu'" reimbursement from ~. 

a;)pfopr iated ·(und activ it ies 
increased for utilit,( servICes 
pf'Oltided by military WtSeS­

Army and Air FOf'ce (estimated 
annual ..... ings, .... .. .. .. .. 

Miscellaneous iter" (estimated an-
nual sav;ngs! ..... .. .. . ... . 

• 

Total o:her measurable savings ~167.215.l)::xJ 

• 

I 



;, , 

• 

• 

• • 
• 

• 

( 
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ADom )NAl FINANCIAL SAVINGS NOT ~ULL 'f OR 
REAOll Y MEASURABLE 

. ; 

MlfY .. significant· nnant"': benenll, 
either one-tUnc savings or recwring ~ngs, 
that arc attributable to the work of the 
General Accounting Office ale not fully or 

. readily measurable in financial tenus. These 
benefits result from actions that are talcen or 
that art to ~ talten by the departments and 
agencies to eliminate unnecessary expcndituJU 

. or otherwise. correct denciencies brought to 
>1icIV in Oft audit reports. A fe>t exam;>les of 

these pons identif"led daring the flSCa! year 
1969 are described below. .. 

CHANGES IN AGENCY POLICIES • 
PROCEDURES, AND PRACTICES > , 

__ .. a:-~~ 
-"'-r'tf\~ 
....... SusIIIIIoo .. 

I 

.. 
• 

In May 1968 the Pacific Utilizatoo a'ld 
Ra:listribution Agency IPIJRAI was r.tablishod 10 
screen excesses within the Pacific Command and to 
~nge for redistribution to ensure full utilizat;on of 
known elltc:es3C!'S. Dunno the period May 1968 toJ April 
1969. about $98.6 mill ion worth of excess mat::rials 
J'ere redistriblJled by PURA 10 fill •• temate 
requ;'ements. 0perating costs of PURA for the.same 
period amounta:l to about $300.000. Making th<ne 
hcess supplies available to activities wth require­
ments for them e~tes very significant redu=tions in 
ptOC&JrtrTlenl funds whM::h would o,~jse be 
'*luifed to obtain such suppl..es. 

AIr __ R_to_ 

Condemrwtion of U.,* WI b' • Itroll n.t 
•• ~ Be E_1coIIy Ropooirld 

• 

• 'During previous ::..rvey wortt. we Iou,J that 
.... paru-pu"",.. fil...... cylinders. wives. 
_-""'''ablo at the d<pot leveI_e being 'lCl'app«I 
at .....,..1 A ir force bases.. During a 6.month period in 

w. found significant quantltM!J of excess 
__ lies in Viotnam ~"""ling from (I) inadtiquacics in • 

~'Mt #. (" . .. -mrs in c'.ata pex:essiOQ 
PI ">grams, 131 unforeoeeoble fluctuations in co~mp­
tion rlltes. and (4) receipt of ur..asable il«ns. 

. 4967. Air Force bas-.s t:ondem'led and di'l>OS'ld of 
unuviceable parts, designated as depot repairable . 
valued originally at $6.7 million. We selected 78 :tems 
trotr. the scrap yards of five Air Force bases ....-d 
found that 51 . or 65.4 .,.,cent could have been 
'lltpa<ra:l for amounts signif'ocantly re.. than reploce-

In our opinion. ~t ' ~ification ond 
redistribution 01 .,caoes _e requir<-<l not only 
becaao the ~ in V .. tnam ,,",limited storage 
IPICI but elso _ .. d~' militory activities could 
~:y '- utilila:l 1Ub"lIttill QUOI'!t:ties of this 
_ioI in lieu of placing _itioNl requiremonts on 
....... pply systfm. 

W. dbcu,a., the ma"", of ·ex"..... with 
[)opartment of o..t ..... officiols in NoverTt>or 1967 
rod lUg!IOsta:l that rer1l was a nea:l1C. icIonlify and 
redistribute thea exc::eses to the maxirnurr. extent 

.~Io to fulfill oltnol8 .... uiremont~ As a r .... lt. 
tile s.a.:ory 01 Del .... des9vtBrl1he Oopartmont 
of 1he Army . .. oxecut ... __ for 1he Ooportment 
of o.w., 10 ..... INC _ materials of 011 
_ In 1he PlCif'oc _ would be promptly 

idonlifia:l rod ..- avL":'~ for redistribution. Tho 
eomm.nder in Olio!. Pocifoc. _ go..n 1he ... of 

. .abliohing • 1pICIII ~ to IlJI)OrVise the 
rediaributlon of IUCto _ill. 

'I 

~07 

We issua:l • report to the Congress in October 
1968. The report irocluda:l our propelSdI that the Air 
Force revile its ~latioN to req'Jire bases to ret\Jm 
.a items to depot ·Jeyet repair .ct;vittes unless 1he 
_ '- been adVised thot 1M items "'" III not 
_ in Air Force stocI<. 121 obviously beyond '""*. or 131 autho<iza:l for di'llOSilion under Air 
_ technical orders 

In J.-.uary 1969. Air Force instructions weft! 

rwi.* to prohibit cor...lannation at fjeld ieYel of all 
itema that ore designoted • t>e;ng ",pamlt .., that 
_ • unit oost of $300 cw mont. We ~ this 

lCtion 10 -.It in signifiClnt n1aJrri~ _. 

• n ... tlo ..... !.II.oIl ..... I, ... J .. 

~ ~atR",* _,.,.....1_ 

Woo found that the Army', Rock Islend AnmII 
..... ·about S2 million worth of _ill pllnt 



---

equipment in ~ storage. most of ...tIich hac! 
not been uSlld for periods ''::'''ling f,om 5 to 10 ,..... 
The equipm&,t _ beir>g ,elaine<! and 'o:»r.<1 '" 
the DefonIO Industr;'1 Plant Equip""",. Center ca 
-.:t...".,in>ervice. 

We ~ our !"ondings at t.~e Rock Island 
AnonaI to the Commandirog Offi<cr of the Arm~ 
WfJIPOnS Comm.and in April 1967. We also iSAJed a 
!eport to the Congress in May 1968 . . ;hiell includad 
this nwtter. 

Wr ~ that arsenal! retain on.., inactive 
~ipnw1t Ytften it is scheduled :or U:I! with in the 
immediate futuro and ~ by the U.S. Army 
~.;tteriel CoonrNnd. or _ it is held as pof1 of • 
mobilization paci<0Q! whiUl is awroved by the 
JlssiNnt Sec:rerarv of Oe'_. 

~uent to our review. Rock Isla:!'d Aner.ill i 
performed • study of the oquipment _ identified. 

ond it pr.cod II>out $810.000 """"" of the 
equipn"ent in IiCtM ute at qed:. Is!and Ar1enaI and 
report"" Jbout $400.000 wor.h of equ;p"...,t to the 
Deferue Industrial PIont Equipment Cent ... as .. cess. 
thereby mak;ng it -,Ioble for ro.distriburion. 

ActIon T_ !'y IMiury s..pp.-., 00paIr 
to P ,,11_ es:-I_ 

Our won: at _ious locations dtOClooed .hat 
C*Ulin items. ~ by supply Depots in the 
United States. were in exc:css ~ positions 3t 

oupr;Iy -.:tivities in the F .. East. Although many of 
~ items ___ """""tty ~ng pu,,-'-d. cana!II;o. 
lion octions a>ulll not be token by the dep('tS. 

We nICOI IN I. dod that the oupply d_ts ,e,jew 
thml ;urns for ~!:::'. we had identified excesses to 
~ine wNttter ::otther' supply 1C\;"'it~ had c."'fTenf 
_ for their UR. 

n. IUppty depots confirnnod tho, the exceses 
did in foct ex::: ond therefore tool: action 10 haue 
them redistributa:1. As a r_lt. ouppIe worth more 
1twn SI minion W'hich ~ excess to various F., E~ 
«1-Nit. of the military tI!'F'Yica were ~ avaiiabf.e 
Ie _ -.:tivities ""'ich hod tutron. needs the. the 
Lq>Iy cIopotJ hod _ been able 10 f~l . 

...... "'ea II' ._ 
~"5 II 

n. ..:!ian. "Details of Othe' -'-ablt 
s.Mga, - con ..... Our .irr_ of _ingI of S3 

,It 

mm<:n _ will be dt_ on ""9>t shipmer.ts 

CONDlidated at onlv three :,)Oints to obtain the 
Mtvantage of Io\.ver transportation rates. The 0'W1!II'01I 
PO"'"tial for savings by :-molidating shOpt;w1n .., 

odcIitional PO:~" is significantly grea .... and aould 
amount to many millions of dOIl ..... "nualty. 

Sftlnts in the Coot of T .. p Ii", 
P'>U!Ine P\1n-=:l _ "-~ 10 
PoInto In Ibo Padfie 

Included und ... """",":'10 savings is $650.000 
en commt!I"cial air uans;'lO(tation costs that will be 

..oided by the ~t of Defense tI"""it' 
lItilizalic,n of tess costtv surface !ransporution to 
distribute routine orinted "'T\att1!t. In add ition to 
identifying _ savings. _ Uent ifMld "'"""_ 

at S750.000 01\ milit:Jry airtnrft that will Ila made 
.vai&able for airl :fting pnority miliurf mat_iaI by 

divening rout ine printed r •. JttIW' from mirrtarv 

airmoft 10 ""'ace ~ >rtotion. Tho actuoI _i/9 
that win resutt from "di...-sioo of routi .. e prints1 
mat1I!r from military ilfcnf1 wi!. ~ (" . the type 

ond quonti:y of carve> _ in the .,ace vacated 

by tha pr'n.ed mon ... and the nnspcrtation a>sts 
__ by u:h a.:tion. 

s.rir9 i>y I'IoutIltt c..vo Tlnugh tIIo 
Mi1itary Part of $ubi< ...., in the 
:t __ "* ~ ""iil>l>hw 

h •• d-...1ied rJS;:ort to the ~ng"\::5S. VIlle 

~~Md lIVings ~ O¥'I SSl'O.OOO • y" in port 

Modling alStJ which ~:~ be ach~ by ro.r.il'Ytl 
CIf90 to and from Cart Aw Sa! t.hrouvi, ;.: ... mlttary 
port at 5u' ,i,: Bay. r_ then through tIM port of 

Monila A s'gnifiant reduction in the wcn10ad It 
the M";10 port has laIten place since ,,. time of "" 
"""""'. The ~ of Oefen .. has indated 
that tQf'nIIt of the wnrltb.d .... !'t1ifted lIS • reuft ?f 
!he a>ntainenhip pt' ogram wt'Iic:h ... inltiateo prior 
10 <xl .... ew. rnorefore. tho octu" _i<9 
In:-ibutable to c..Jr 'IWOtt annot be de'Wmina. 
cnclooty. 

PI, .ofDallan. UaIIof 
U,s, ,d ~ ~ to 0wtI0in 
• it L ~ .. Y"v 7 ... 

Our ropon 10 the Oat;rJTlOftl of S.... in 
Dete",b .. 1968 __ dol ... banefiloeymonll, 

.. 

, ....: 

- -- ._-----",.,,::.:' ..,--.-.... 
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In r.... of U.S.-OWned excess foreign :""'IJrTencv 
.,.., ... ehts. wen be!ng made to certain ,.." .... Unts 
residing in Y ugosIarv ia.. Generally anuuities are paid in 
fc<e;gn c:u~.; ~. annuitants who wish 10 
r.x:eiYe dollar payments are requirec by I"!.9Jtattons to 
justify the =- lor paymenl in dollan. 

The condllions under ..nidi annuitants may be 
Pilei dollars rather than local currency include (1) 

..".,.... situllions in ..nich U.s. cilizens mi~1 find 
ItIomoeIYes in YugosillYia. when lno ..-s for dollar 
peJii.lts are subs2niatet1 •• ref (2) meeting financial 
obIigalions in the United Stal ... sx:h as payment of 
tife imunInc:e premiulTr. In """" cases the pay1!eS are 
r!lquind to submit wtitten sbtetTM!lll its R documerr­
tr( eYidence of the obl;galions. SIlIting lho 
amounts, purposes. and ad::rresses of the remineres in 
the United Stares. 

As of Sep_1967. aboutSI8.700wonh of 
pension """"IO"IS V"'"' bei"9 ~ in dol ... eacto 
month to onnuitanlS residing in YUIJOSIavii . mostly 

on • ~It bcis. In 0 ... ' opinion. these dollar 
....... ,tI W81!: IItgety Ur"II .,. 

we exemined inlO the propriety of payi"9 
..... itanU dollars rather \:l8ft kx:aI currency in 17 
iUl'tuces.. In III instances the annu itants resided in 
the Belgrade CQnSJIaI1l region. W. ___ unablo 10 
_ ..,., records showi"9 the basis lor opprovin; 
doIIIr pr,omr) lts in 11 of these CZIS. In the sue ~ 
___ rec:<>f'1s --. ... iloblo. tho justificalion fo< 
_;"g the dollar __ ..,.,..~ of • --' 
_.onl by the applicanl os 10 ..toy the doll ... __ 
~. sx:h .. 1nIIeI 0< modal pu_ 

W.1'800mm.",'«I !hoi the a--tmont amol ify 
.iIting inslr\lclions pc:ttIining 10 _ing oeq.-ts 

lor dollar emuPy prftn<InlS 10 recip ..... l?'idi"9 in V....,..,. to provide guider .... _ tc the cr-,m· 
...... un<!.- ..net. requests lor dolIOf' ~IS 
".., be ~. Il<JtOJiarfy in the c:a. of U.S. 
ciIiz_ In addilion. _ recommellded thel tho 

DIjw b' •• 1 direct the Embasy 10 under1al<e a review 
of .. __ <of "",""I dollar pevmenlS 10 ....... itants 

whII \he ".., of terminating ""- _" ... ", ..toich 
.. _ justifIod and _ periodic 1oI-..,p _ 

be """ondollar """" ... IS to ....... i_ ... 

~ our ......... _1_ to YugMlwia. 
_ • W at ..... 1Iw DIpa bi_'t mqn: whh to 
CD • he fumlolling Amwit:In E""__ in ott. 

. - -' . 
.. ,." 

:1', ................ :;;;. .. 40 0"4_:: t\l .-,' .-...... ' ... : ~- .-:--- ... "1' 
:,. ,.- . ~ .:: - '--" -..... :. .. -:' .. 

.-,-

exC"SS<Urrency countr ies with amplifying '~szruc· 

lions ~ in the caoe 01 Y ugosI ... 

en Fobruatv 4, 1S69 ~ Oep;onmenl 
informed us that i t was ampm.,;ng exisa:ing 
instructic:Y.\s to Dn:.vide iJ,Iidelines as to the em".. 
.... " ..... ~nd... ..nich doll... pavmenc tf'oI1V ~ 

approved in 1icJ.J o f local Q'C'Tencv payments and tl.) 

trnp/oasize ~ necessity 10' immediale and period", 
reviewvs of the need f~ oontinu ar,g dollar pavments. 
The 1:1Structior'S w ill be furnishod :0 Americ3n 
Embassies in all countries in which it ~ the policy to 
pay resident U.S. Gc-...ernment annuitan:s i., excess or 
1"111!1811 ~oess currency. 

j) , 'f.-dol, of Funds for. De " .awn 
L.-. Projoct in Nigorla 

Out- review d~ tNt a S 1.6 ,..i ll ion A2fTtCY 
for Internatkv '.M O~eaopmellt (AIO) klan proiect in 
Nigeria, 10 finona! tho ptOCut~:nenl of 85.:JO() 
teSectiOllle insrruments and related equipment in a 
teleco ..... unicltions expansion Pf'OQI'atn. W83 not 
bei"9 ~_ted as planned and W'iS no: being 
effectively monitored by tho Mission. 

At the t ime of our re-tiew'. we found that {1 I 
only 3 .100 of me 3:>.000 ""eph" .... wIoich had been 
deI_ 10 the lel<p/oone comc>anY had been 
installed. (2) 0<10 ""- of the expansion prwaon 
i"""'fIring the ..... Ifat.", of 10.000 le lec:looo ... had 
-. indefinitely _Il>0l0:1, (31 about 60 p ..,.,.. 01 
the teliephc"t1l1e' .. \.-vrrentty on order had not been 
doI_, ~ (41 \he Mission had nol 1Ft 
monitoring lIois ~roo.;m_1 and had nol ~ 
Nquinld reports on the project's SIlItUs. 

We a>nclJded IN! ber..- monitoring of this 
loan _ ..... 1aI 10 ..,.,...-e "'"' the equipment 

procun:d woukS be eHectivefy ut i.ired .-.d that the 
revren... .. .-.tic:ip,Ited f rOim placing the telephole in 

.vice would arxtU". We d~ the matter willo 
Iht Missic:. Jnd we ~ ~ inforrToooI by 

AID tNt. since efforts 10 'IY.'ed ~(> I ........... 
instaI~ions had _ only l)eI'1 ia1ly sua:e.sful, 
...... idO\ had been _ with ~ Nigerion 

Goww"''''11O reduct the ............ ""'" 85.000 
~ to 59.000 and tt-... negat;.,ions ~ 
UI'IdIr _ 10 _ Iht contrEI willo the "'lJ:>lie<. 

On June 25, 11l69. AID deobIigo!ed S3OO,OOO 
fI'om the Ioen. AIO i"I00 .. _ us thaI it _ isouing 

- - ---
•• 

" 

_.Y> • '. 

. -

•• 

iiaL. . 's XIs't1ti"';tF'z¢ j)p .r .. ~ • et r • .......... ,-i......-.--r . r !'n dvdr~---=~t ..... ;..1.-. .. _~:...r' .&..- ....... .l. ,--...~ ......... _~ .... ~.~. 

.' 

,, ' 

• , 

• , . ... 

• 

.~ , 
, . 
.. 'j , . 



I 

• '. 
., 

• 

• • 
f 

• 

.' 

! 

fnsM.Jctions to ensure that reportS required undet 
., AI:!II"*' agreemenu WO'lid be obtained, 

, , 
~bithoofE.. ... 
F-.I ....... ""'''"-If 

" " • • 

t , 

t 

In our report \0 the Cor")'ess in $cptember 
1965, ,.., statocl that the Department of Labor had 

'allowed ~.n Youth Opponunify Centers in 
Ca'.mia to be equipped with newY foJmiture-.and 
«JUipment at a time when exCt.SS Federal furniture 
..:f equiprpn: ~ available. :'Ve estimated that. if 
.,.c:ess ~F.a ... , personal ~-fumitu'" and 
et1IiPment-had been made available to the State of 
California t""f~mi'h Youth Opponun' 'Y Genters, 
about 568,000 oou~ ! have been .....", on :>-... d>ases 

• 

made during the I: st half of f,<eal y..." 1165, In 
.sdirion. u, the 'dent that exCf!S) ~ederal poef'1Onal .. 
ptOperty is available. suilstantial savings to the t 
Federal GO''''''''''''''t oould be Possible ~ihrougll 
!'educed 'll'p8,ditures for J.o replactimer.t and 
'purcllaoe of additional ~uipmen .. i~ 1M m"", than 

• 2.000 State andtlocal emoloymenr ell": in .... 
country itOd tOt' h furnishing of equipment to new 
offices. . ~ ~ 

• ' In b~;ng t>is matter to tM an"'tior> of the 
Secretary of Labor ..... IUp<;osteC that the 0epan.'1 
ment reexamine its legistative author ity ao'JliaIbIe to 
the Miministr.tKm cf the. emplOyment se:uritv 
P'OIJ'ams with ~ WNl tOHard oestabli!hi"ll ~ ~icy 
IIlat ~Id prconde for the .... 01 ".cess federal "",. 
sonal pr.>perty .!ly State "~t ..-:urity 
9f'CiK. . • ~ 

• 
~l offidals -'vised us that (1. the 

OIpinment did t.,... :oIQi~~r""j .... 1:hc"ritv Ie. make 
acesa Federal petlCilil r .. operrv .lVailab'e to the 
S_ omplo~t •• C\"i~1 agencies. '21 the Oepan. 
ment was in the proce.; of revising its oroc:ectures to 
requ;'. all State agencies. wtllch ~ permitted by 
their S~te 18os, to malt. u" of such property !o the 
...... t oooU>Ie. and (31 the 0","" S",,,, agencia 

WQ..'d ba in:structed to ~uestelCer."lPtc.d fr\."lm the 
provision of the State ...... whiCh proc~ tIt<J ulil~ 
_ of the .. cor _!10. The Oepoi b.,"",....u:;. 

palMI that an State agl!1Cie> would ultimately molt. 
_ of ... ::ess Fed<nl p nona! pn:>petty and advioed 

11' .. S",tes that the fitcal y_ 1970 grants~" 
lion _ fa< *'PIlI" and OQUipnwnt had been 
roiIucC by S2 million in anticiption of the _~ 

" 

, - ' _ . ' --
!O be r"",i,ed by Stal< agency pmcuremen!J ""aug. 
General Serv~ Adminrstrat;on =..pply SQ.;!ces.. 

Ina 7 Provam E'fwcd .. .. 
. Through ' .... O •• I ... t in r" ... lrolt 
0- Urba.. R_i~ _,tIn 

from t he incept~ ot the rehabilib1K>n 
program in 1954 through 'Jecember 31. 1967. the 
Oepanmenr of HO<Jsin,,) and Urban OcIeiopmcnt 
IHUG) approv"" 380 urban re_ projects 
involving rel-z,ili",tion of 2tl,849 dwelling un'ts. 
The Fedor.Il grants", ccnnoction with _ pr.>jects 
IOtall8« _ S1 ,8 bill",." The establ i,;had gaol fer the 

renabilit;nion program for fiscal year,! 1969 thtou. n 

1971 was 130.000 dwelling units. or about 43.OW 
units a year. 

In .. re;>on to the Congres. in April 1969 ..... 
• pointed nut ~ : 1) in the 4-112·yoar period ended 

IW:ember 31. 1967. the "habilitation< reported as · , • completad amounted to Of.fy tJ.CX)O Units a V!'3r and 
(2) our review iodated that (IV8O tf1~ reponed re­
hrbilitation ao..'Of~ments were questionable. 

Our report cited certain we~nesoes .... ich had 
.npede:j the completion of p:ejects. These _ • 

nesses were 111 the lack of local public agency ILPAI 
supetVimry close-out in:spec .flJns of rehabi'~ 
properties before they \'I'8"f: classified as l-eNbilrr.t.d. 

(2) the loci< of S'(SteIT' .... ic reinopections of rahabi~ 

atad properties as a means of enaJr i~ their con­
t~ "";menanoo. .,., l:n tho loci< of CDIToPIotB 
HUL; inooectior:s of rwhao;li1Bted "",,,"";OS end 

-'uations of rat"" achieved by the LPAs. 

w. rea>mmended that the Secretary of HUD 
"'ndert ..... e a,.. 'd'l of the fIiNoiliUtion 
program. W. reeDIT .... dod .Iso that the Secreury 
take certain steos to strengtl'\cn HUO re'4f'teA ~ ad­
ministratIOn o~ fI~habifitatiot, projflCts. 

ir. line w d 'l ox reco ..... eudations. .,1 HUO 
rt90nll ~ini! n1Df'S were irtStruc1:ed ('i to ~.·IJ 
LPAs 10 issue • c:ortif"-=- of comple<ion _ a 
proje..1: .. _1, _ reNbilitotion _dads, (2) 

10 "",uire LPAs 10 arry out • progrIrn of -">die 
'""'PIing and 1U""';11anaI o! _ilitated ",open" 
10 onaJro their conti;..od n .intOlllnC2. and (3) 10 
c!-"'P an ~ion _ 10 evaluate U'A ccmpI~ 
once with project .."..,aiUttion _ 

.. ... -- .. 
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..... uisio:. for Repe, .... 
of_Funda 

In a report 10 the ~: of Commerce in 
"'- 1968, _ COo.a ..... 1etI on ........ , I tho Eco· 
nomic o...dopment Adminmration's IE"A's) tech· 
nQ MSiJUnC:ld prorecu for whid't recip~.a !\ad not 
bea't ~uwed to enter intO repayment ~eements. 

IIthougtI ttoe projects _ed to be = 'Iar in ocoee 
to oilier ooproved projects I", which EOA had 
enI8r1Id WYto r"P'P(ml!nt IgI"etments w ith Pf'OJect reo 
cipiems. E!>A polic-, povides L"la! '~'fment of 
tid n<:al assisunce lunas is to be considered when 
projectS win benefit • pri-1BlII indN~~ or bus;,-~ 

SubleQuent to the beginr. ing of our ~few. new 
_t guideline; _e agr""" TO by EOA'sCffice 
of Technical Asois1ancc (OTA) and EOA's Office .,1 
&us;ness Oeve:opmer;t (OBO). which roquire EOA to 
..., into repaymenl 498e1ilenlS w ith all recip:!nU 
of r.~t _ Oc>erations (M&O) technical 
= ' toM .... except for utI.J..aJ3I srtuations 10 be 1C)e­

Oar!, hondled by •• ,*oge" .. "u be_ 080 and 
OT A. W. were ;nformed that the!08 9JKiel ines .,:ere 
~ to streng:hen th. implementation 01 the 
19!InCV's rep.ayment policy and ensure its uniform 

apptation. 

w. notd :hot the ~ guid"i_ pr""ided only 
lor ,opayment of the F:ldonl costs of M&O technical 
-.nco projecn _ not fO( oilier technical ... ist­
...... p<OjectI. We"""'" further that the provisions 01 
the guideline hal no< -. established .. ~ pro­
C*iures. We thaefcwe recommended that the provj. 
lions of the new ~ be int:OipcH.ted anto the 
__ " fonnoI _ procedures __ \..", pro-

__ ...., indJcIe ..-isions fe. -' of tho 
_ costs for all aopI'able technical aAista .. ce. 

In ...., 1969 !tie Director of the Office of 
T echn'cal Assi.t0n<2 i"f"" ... d us that procedures had 
been _ad in line with our i ecommelldl"tton . 

....... ·Ss ~7 2 •• 
• S 7 7 alkaaof_s.. 

" -........ ~ ........ 
In our A&9JSt 1968 roport to the Corvess 

........ Iing the _nan of the omoIl ,.,_ 
lion projecu ..... __ by tho au.... of Rectam. 

lion. _ poinad our It!x. in OUt opinion • .no 8UfQJ 
.. _ ..... _ ~ proc:a:!urWI fer admini .. 

aing \tie _ ..... _ tNt. """"" ~ had 

1t·' 

been estaolasnca. the eurea.J had not requrod th::r 
t.:Onsistent anP1ic.atioo in ~lr.ing loar.s. 

Gendllly. the pott;on of a soan attributdble 10 
provit ... i:'IIQ ... :.. fer .,.,~.".ion purpose..» is repayanle 
w;!hout in ~ "ortMJn anribut3b~ ro ~~j:-.o 
water for u ' .~ ftr- . munit:~I . ~ industri4! 
purposes ' fe'I.HIy'.o!e v.,ith inrerest. The ~,slation 
establishing ttlf" small reclamation pto;ecr~ loan pr0-

gram indic.att. m.:.t the Pf'Olerts constructCid ...... itjt loan 
funds are to be PI imarity for irriga1ion purposes 0 ..... 
re¥'~ indicat~ I need fCK the Bureau 10 estabhsh 
procutures to eraJrt that b1ns 1ft made fOt projects 
W'h1ch are prnnar il\, for irrirgatoo. 

~!so. we found that (1) s::Hne k)ans wer~ not 
required to be repaid as ...,idly as WlH justified b., thtt 
i."lCf'E8SISd ....-r ings .esulting from the Pfo,ectS oon­
stnJcted with loan i urctS and . as I resJlt. thedefay in 
the retur!': ot fun:::Ss to the Go....nmer.t it, these c:as.1S 

will c;)S! Ibout 53.2 million in inlCfest, (2) on under­
rec::::cwery of about $3.1 million would result due to 
the inappn)pf'ia1e allocation of cost and constructiur. 
advances between .,terest-bearing and non-interest· 
boding ~ro:ect pur-posos. and 131 the Gov..-n ........ 
was inOJrring ad~i1ional interest costs of abou1 
5515.000 because """ Io.>n recipients had beeol P'!"­
min~ 8n inordiNite anoun1 of time in wt-: n ':0 

begin repayment of their Io¥l&. 

Our repon. GOr'I1ained tl'!'Vnl reconWTt:!lwtfons 
d irected 8t et iminating similar ;'kffCiencie: in the 
future. The ~'TIMt o~ tna: Interior offtciaU 
agreed tNt the small redamoot;on "'"" __ could 
be rmptOYed wi!h more positiY- -..cf :orma.t poIlcie 
and procedures and subseQuent!- vt,ed us :t-.at pn> 

cejure1 had been issued: or xIiof. "ad been taken to 
oa::ompl;;" ~I of our reool'nlTMYd.Jtions.. We were 
also .:Ivised Lh~t other" prot:;edures and actions wet'e 

being consKtered consi~tent with tN remainder of our 
mcommendations. 

III,pIO,._ •• M ...... , ..•• GOb ...... .. __ of __ Fed\;1ioo 

Our roport to 1ha eorvesa in Ce"o",ber 1968 
disc.1os!d that .no B...- of RecIa. ,lOtion co.;1d "­
_ about $436,000 by pttMd:ng railtoaj com­
_ies only l1>ooo ropiocemont laci.i,ies .- to 

..... \tie Goveo'.i."-' obligation for equivalent .. 
plocernanL 



• 

,-' 

w. propo$Cd that Bureau instructIOns be revised 
to" (1 : lequire mont formal descriptions of exi';t ing 
facilities And detaitf,d comparisoll$ be~ exist ing 
~ ~roposed 'eplacement facilities to dlstUfmine the 
Government'~ obligation for eQuivalent fl:l'p1acements. 
(2) ,,'quire th.t p"".,sed relo.:ation "9'-t. be 

, ._ by the Chief Engineer for policy co'mplionc. 
ond thot signilicant concessions be ~....:I by the 
Comtnissioner 01 Reclamation. (3) ensure Bureau nr­
go6tc1r$ that condemnatio" is an ava ilable ~1f3P 
fICtion when the railroads are reQuesting improved reo 
pl ... :.m."t facilities which "'nuld not be provided, 
~ (4) ~uire that nominal or saN~ valu. be to<>­
si:iered 8$ the basis for payment for facilities that will 
not be relocated. 0 . ,. 

' .. Tho Department of the l.lterior has agreed with 
l!Ut lour 'IIggestions, and Bureau instructf"'! have 
been issued which ar~ consistent with the first three 
of our proposals. We "pressed the bel;ellhot theoe 
instruct::'n •. If ;.roperly implemented by the Bur&lU, 
will be eHective in reducing the costs of fu ture r.~. '" 
tOld rek)r:ations.. . . .. , 

• 
........ byR r",tCootlot •• 
__ T'_b,,"t r.t.ricIod tD 0-.­
FedoroI EmpIo .... 

t 

, .. . 
0 ', Our repditjo me C"'9'ess in M.· .. 1969 "" ... Ied 

that the'sureau ' 01 Employees' Compensation. ~ 
portment 01 labor. had not mad. adequate'u," of lesS • 
CIOStly .. ailoble Feder.1 medQI fltcilities "" the 
_tment of <lisabltc\ Fderal employees. We est;· 
InIt8d thet annual savings 01'$1'0.000 would have 

. _ -,bil.t just one of 1110 Bureau's 10 district 
offices if FederaI:" rarner ~private blcilitie "'wJ 
_ . ~1Od 10< "c1ting.one common type 01 dis­

IIbIement requ.,!ng hospitalizltion.. 

" In bringing this matter to the attention of the 
Secnt¥y .. labor. _ proposed that the Bu-. "'" 

. .. lib. Federal ~ical facilities to the f"NXtmum 

.. _t possi~1e lor the treatment 01 disable~ F_ 

.. ~yeos. 

In J~ 196"0. the Bureau iSSUGd instruclic,ns 

to \he 10 district offices to mmirod its _net to 
mate wwy effort to ua V~MIS Administr.tion and 

, mili..., medial facif~ies __ possible. W • .". 

PI.-! "lie belief that the ICtion ""en will """It in 
'-till_iogs. 

PoIic-t RoviwtI tD RoqooIro AIrpn 
SF lI:IDn to UN .. " C 5 I ~ o.nw.t 
-. \he Salol of DcM!od FedoroI Land 
for Specifle Airpcwt '-"1l ~ III 

Our report ~ .... Congress in September 196& 
<!towed that airpon sport$OfS had uoed proceeds de­
_ Irom !he Silos of donated Federal land to offst!t 
(1) tho sponsc .. ' share 01 tile cost of Federal .. id 
oirpGrt program (FAAPI projoets and (2) the cost of 
ai'port developments not eligible for Federal Par1tc~ 

... pation under r AAP. t . ""me ca:ses. funds derived from 
~o Government (po""""", from sale 01 FederoI· 
donated land and fAAP funds! were sufficient to 
offset substantially .n of • sporuor·s investment in 
its airport. We reported that Feder.>1 Aviation Admi ... 
istration (FAA) policy ralativeto Government surplus 
land dona·.ed to s;>CI lOOn Of public a~ports p<cvided 
that suet> land cou~ be dispooed of by airport spo ... 
..".. if, among ott.... mings. the _ .. agreed to 
apply the net poOCwds from the sole of ~Jch property 

to tile operaticn. maintenance. 0< improvement 01 

• 
• • 

yJ public airportS.. 

This policy ...... Ited jr. the matrh:ng 01 FAAP 
funds w;th funds cIt!rived from .. Ie 01 land .orr:terIy 
owned by the Go.omm.nt. and _ suggested that 

FAA establ:'" • ~icy to requ ' " a.,Y.l<t sponsors to 
use the Proceed1 <lor .. "", from the sales of donated 
F< ..... 1 lam to offwt costs of airport development 
etigoble lor r ecl$al _once before giving addi.i.:>,,", 
FAAP lunds to the """""'" 

FAA revised its policy to etiminato I!I<t inequ;' 
_ omtet>ing __ COUOIld by _Iy;ng proceeds 

-. the sales of _ted Federal land to ..- C. 
tpOi """ s' share of project rosts ond to provide wee _ 
-.rance t:>at s.ch poOC6eds voouJcf be utod for _ 
afic: airport pu_ 
C\ ; 'tIJWIity for E II .. c: " • .... "0 .. 1 ' .... V ..... • $ ' .. dati 

In a report to \he Corqes in _ibi 1968 
atnea'n;ng counoaI" """,ices providOD to childntn 
t1igible for __ ~fits undo< the W. 
CXc>hans e __ i_a Act 01 19';6, _ 

po_ to a ........... the V_ Administr.rion 
(VA) to (I) ootain ond considor an pertinw infer· 
...tion _ ing to the _",;.;,.s' _ion ond 

-....ring bacI<""""" to deformi .... wItetnor ",/em! 
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to go'_ cen:en fa< coumeling \ ... necessary MId 
(2) .ncx>unIgC potential '!'I>licant1 Itt<dong high 
dIools one! beneficiaries who "-been ac:cI!Ilted to< 
acImission to. '" are enrolled in. colleges '" __ aoI 
«hoots to utiliH t. ... coumeltng tl!fVias available to 
Ih4m in their sct>ooIs. 

We estimated thot. of tho $941.000 in fee 
_ VA PlIo ~dInce c:ent«s to coun_ Will 

orphons .Juring fdeal ~_ 1967. ~ S376.ooowas 
for COURII!ling benefic.ies wt.o __ .ttend ing 

-lOY schools that hod IIlProwd a>umeling _ms under !he Net ional 0_ Education Act 
one! obout $:!'.l.1lOO wa. for cou","ling beneficiar :-s 
...... __ in CO.1eges or technicol ochooIs that 

provided ccumeling """ices to stlodents. 

As" reoult of our review. VA oc!optod ~ ~ 
d. t or y p r 0CfIduf'es to erl$J~ N! benet'fciiw ies 
_ing less thon CO<T'C)Iehe"sive cou",""ing wculd 
r:ot be _ to ~idonce centers but would be 
counoeIcd by VA "" the basis of gnootly ablnviated 
1m- "" ... :. In oddition. VA ~ that (It it he 

..d its proadun!S I", directing beneficiaries to 
"'" OUlSido counseling ...... ices to ensure that 

.. alWiIltaga ~ taken of all coumeling services and 
tNt no duplicotion of effort ocx:u .. and (21 " oubstan­
till impmvernent in utilizet;"', of ower,U resources 
NIl """Ited MId wculd continue to n.xrve. 

..... ..,R ........... '· 'f 1_ 
hi . " :In Or_lIoo. Gtont ...... ,"" ...... 
.. ,.... DEewli .... Or:annca .. ~ 
e 5 J .......... GnxsplQIl~ 

Ch..lr review of ..iM.olition ktMttes of Y3Jious 
citioo to wIIich t:.. Dt!>wtm""t of Housing and Urban 
0. $ £ .... t (HUO) .,.... gra'\ts ~ting to two 
ItWds of \tie costs of demolition ir.dicotod that \tie 
~ ~ by "'me cities of _ing demoli­
tion ccntracU fa< individual structures _ Of 

~ of SUl.tCtU"- --.:I of using c;ty e;-~ 
~ of contr¥1On to demollsh unsaf~ buildtngs 
__ '- .... Ited in tho _ possible =IS 

...- \tie demolition van __ 

,, __ bIooqIt ..... lindings in this repd to 

*' _ion 01 die Secretr( of HUD. __ -,-, 
..... _ isouod p!'CIOW;ding thot (11 demolition con­
...,.. be -.'dod fa< _ ~f stNc1Uf'eS a>nU:n>­

.,- fa< demo~ticn within _ periods !:nil 

ttl 

located in the Sdlne neighborhoods and (2' maximum 
U38 be made .)f CIO"'I'If)etitiYe biddino in IWarding 
demolition contracts. 

1=4= sad .... ,gc ca'i w UriI~ 
of l...aboa .... , Eqed; il 

In I report to the Congress in July 1968. we 
pointed out that the NatKmaI 8urca" of Standards 
(NBSJ and En· ... ironmentol Science Serv ...... Adminis­
tration I~SSA) had not established. I", the boulder 
lJoborato,ies. • syotematie program and adOQuate 
procedu<es to identify Ind di__ of unneeded 
_;pn..t We .100 found tNot tho Boulder UborJ ' 
tories. 10 I '- e> tent. had not ~cn advantage of 
tho benefits to be dErived throu;I\ the u .. 01 0QUip. 
ment poois one.! that establi>hed pra-edunos tor the 
contrOl :rnd Ddm:.,istration of ~t-fme )oans of 
equipment by the Bouldw ~tories vtere not 
101lOl''f.xt by the pro;>erty ma .. agement olf ..... On the 
bmis of O:Jr rcyiew. WI! conclt"MJ&t that there ffilS ~ 

need lor .. "",oveme'lt in the managerr8\t of i~ 
~ equipment It the Boulder lJoboratoril's. 

A •• nwlt 01 our "",iew. walk ·through inspec­

tions bV NBS oflie:aJs at the Boulder laboratories 
during Mart+\ and April 1968 resulted in the iG.ntifi­

cation of 950 pieces of unused cw excess equipment 
with an init~1 acquisition cost of S130,<XX>. Ouring 
the period July through NOIIernbor 196'3. ESSA iden­
tified property having an acquisition cost of 

$173.31" os being excess to the needs 01 the indiYid· 
uol IIbonItory to which it was assIg>ed: and property 

'-ing on _" sition cost <,I SI81.072 was deter­
mtn.t to he exteSi to ttNt nee"'s of the ESSA 
R_ l.Iborctories and _ tume~ <MIl' to GSA. 
NBS planned to _ish a _ ... Iie program of 
.... k.through inll)eCtions by AU!JU>t 1. 19!J1. 

As of ~st 1968. NBS hod two division-leYel 
~ir'ment poots in operation and . .A;:."Uideration we 
being gn,.n to the establi:ohment of • ce., ... ,,·aI pool. 
During fi'scal yee:r 1968 len equipnent loans ~ 
!...-minatod as ~ I'eSJlt of a review of ,II OoJtsunding 
loans. 

At June 30. 196&. ESSA hod _ipment pools in 
opwation in ~ individual laboratories and • central 
equipnw>t pool containing _ ... purpoJO type 

OQUipnw>t ESSA WOOS planning to deYeIop "-" fa< 
expanding tho ~tral pool and/or estobliohing oddi· 
tionol ina"idual IaiJor'atory "",,', by July '. 1900 . 

. ' 

-
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All '>U1SUnding _""""'" 10... .... had bawl rev~ 
one! ESSA had WnpIot'6,tIBd ill'lptl:Mld proaoCures tor 
the ..,.",..1c porOdie follow-<Jp of OQ,""-'t -.. 
effect;'" July I. 1969. 

.... ~ 1 .... cwdMrr • It 
of Autaa.dc o.tII.. I • Op utica. _F_ 

bi our report to the Attorney G .. ..."I. ~. 

ment 01 Juslice. in April 1969. we commented on the 
incr ... ·'d UJe arw:t expansiot\ of Automatic Date ~ 
...... "" (ADPl operat""" _ facilities within tho 
~ without t!>o benefit of f-'bil ity studies 
one! !he _Obi. acquisition of separiite ADP facili.ies 
by !he two ex>nstit_t organizations. 

We I'IICDITlITlOf" that the O-,mcnt establish 
• cam.! AOP ~. group mpons.ble tor 
di<ecting and coonIintling the developmen' one! """,. 
• Iion of AOP facili ' ies on • ~ ... .ent.,.;,je bHis. 

, ... ~ informed u. in April 1969 thaI 
_ ADP outhority had been IiSSigned to its Off"oce 
01 ~t Suppon f'" the .:quisition and _ . 
Mion of AD!' facilities for the Oeponmen •• e._t,"9 
orJy !he Federal B...- of Ii .... stigation. 

I $ II'" R_ 01 0.-1 ..... ,.. 
......-Pt_idby_·~ 
..... rgr ·.dGt, of ConItruction am 

In a r~ to the Co'Ven in September 1968 

~,' " ..... 
• _~_; .... , oz. . .... __ ~ --.....;.; .v _.~..:_, 

1M 

c::anc:err.ing reyiew in the Veter-M.! Admini"S:OattOl"l 
(VA) of drowln!;s ani2 ",r.ificatio"" PO'ePMed by 

... crutect-englf'MB's 'A·E~. OM! pointed to I neec: for 
the VA to Improve Its _1i"9 and reviewi,... pro. 
CIIISlof these d~"nents. 

Our fl.ldlngs indic:otlBd that. for two hoopi ... 
projects. (I) VA had nol det.ctect numerous CfTOn ~ 

anj omissions in dl'WMngS; .:tnd s.pecifications. and ,:'1 ' 
off"oc:ials of one of the ho",itals had recommended 
cwtain design changes after tha c:onstruc,:tion 'M)nc. ~ 

had been stomd. W. concluded that mony of the 
.-r'Of'1 and omissions in the contract documents """:!fa 
of the type that should have been f.".,.... . bel"'" ~ 
_ of the construction con"""" " .~ that VA 
shou;'; hMt giwn more attention to the scIie:lvling 
and,. _1"9 01 "- Jocumenu. 

• -, 
VA informed us that it .... with C'Jr recom-, 

_tions _ that it had ... .zlilhod standan:l cpct". 

• ting procedum tor _uli"9 _ "",iewi"9 the 
wo, t of A·EL Subtoquently. we WMI further 
iniorrn6J that written proc:eduJa concerning reviews 
of w-ings an-1 """,ilic:otions by hoopital oflieia;. 
...... under rev_ bV rgency officials. In this regard. 
_ nol<d that. during the de:'gn pIwe of a nIC!nt 

hoopital project. the <ontract drawings _ specil..,. 
tions wet"'t !urnished to hos;>ital officials for their 
....new. 

• 
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SAVINGS AND BENEFITS TO OTHERS 

.,' Sa~1I' and benefits to other.: consist of 
reali~~ or potential befefits OW-I than tho .. 
dim:!_ 1.0 the Go\emmen!. which are 
attribuable to action take t or pl .... d on 
r",dinll' ,developed in our "xami..ution of 
ap:""".nd contractor operation •. The more 
sicnificant uviD8' .". benefits to others 
identified dudng the rtseal y:ar are desaibed 
bel.ow. . , • • I ... ,.ad "0 , .... for In s' _idi. 
• ' .... ·· AIoc ~ 

. ", .~oed ':aal!:I:t ~ .. ~__ ~ .. . -
At .... t 21600 and possibly as many as c;.:lOO 

during the remaind,- of tho individ..aals· pertods of 
eligibility . 

,_ Studont F'Io!lcJei6_1n 
.. Edu cl'tiot ... l.IIbora1oty TbMtre 
Projoct in Loo AngoIot at No ExtnI Coot 

In our te"t.'iew of the activities of the educa!ionaI 
laboratory thea"" pr?ject in Los Angel .. during its 
initial period-April 1957 to September '968 __ 

• f . found that only about 73 percent 0 the ""a,lable 
-.II purc:haood by the Los Angeles Unified Sd>ooI 
District to, stud"",,' viewing of ploys ___ being 
uOld. This percentage sub!oquently dropoed to 67. 
The thanr. project is jointly funded by the Office of 
Education in the Department of Hoalth. :dYCation. 

.and Welf ..... and the National Endowment for the 
'Arts "f the National Foundaloon on the Arts one! tho 
,*,l'nanities .... '" has proyide:l for showing four plays 
1l' Sbdents in the initial _ ... !>sequent project 

~iod. 

penons had not been paKt addit!onal t:f' j ..... easod 
annuities to which they were entitled under a"""",· 
.cO<y Iogisla~ ",,'ClOd in 1965. These penons 
incIudea 358 """""'" of railroad empk yeo annuilonts •• 
who had not been paOi primarily b<taao RII\roac:I 
Ret--" Bcarrt notices =-aIning It.eir poss;bIe 

entit1emont ~ Ik."CI't:c",,",.jIr.;tUities had J?I been 
",d.ntood by the.pono", i~. The """"" t 
InvoMid included ""'" with 1__ difficulties, . • Since the conlr~ between the School District 
tOme with limited txfucation. and some with mental Of 

physical disabilities, O~ ... persons had rot been paid., 
becalpt . !hey '\ ~nOt requested 1hei~ annuity 
increaoes 0< ~ .. of en inadequacy in the BOI'<d's '\ 
.. tomated operations. • 

After .. -:., brought the cases noted in our review to 
. the _', _",,", _ M .... t ... en III to pay 

~perr,.then:uit'esdt.le-" and {21 to 
_ ish """"" ........ f\" IMIIU&li~ --' effec, 
u..- of Boord ,.,.,ta.an.:J to mal<e timely .... iews • of the pn>c:edures uood to 'mplement ~tory 
IIgisaation. W, estimllted that. during the fi : ... v-r 

. following the effect .... _ of the ~tory legis: 

!cion, It.. ~ionII onnuity pay_ to the 
~ ~ In _ review WOIJId total It least 
$157 AOO _ posibly as _ as $273,200. The 

-*1itionol _mentl would con'i.... to be paid 

• 

- ! 
... _ •• : ~ ...... .,l1:.J~':,:", 

and the ~ presenting the plays required a fixed 
Pl'Ymont for each performance, regardless of tho 
number of stud!01:S attending. we inquired by ~tter 
ir.to the possibi!it;dS for increasing the use of available ,'-

After we mlld"our onquir>t, we found that about 
P: ..... cenl of the avoilable ... " had been utilized f", 
the fint two plays pmented in the 196&69 _ 
veer. We estimated that about ".300 more stl.I\..~ 
WOIJIcI view the four plovs in thllt od>ool y_ than 
had viewed the four plays shown during the Pfevious 
Y't'W' with no incrent in dle fixCl payments rna 
\.: '"Der the c:ontnlCts with 1he Schoof D istrict. The. 
increa:se in seat utilization was due primarily to 'the 
adaition of students from sc::hoo., not orev;ously 
partiC"tpating. FUflt'.er increases in seat utilization are 
p"'-' 

"'., 

-
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IHOEX BY GCVEI'NMENT AGENCY 

AGRICtlL TURE. DEPARTMENT OF 
AQricuItural R_ Senlice 

Commodity CTedit ~ation 
F_ Home Administration 
FcnstSertice 

ATOMIC ENERGY COMMISSION 

OVIL SERVICE COMMISSION 

tlOMMERCE . DEPARTMENT OF 
Economic Development .....:Iminim'ltion 
ElWilorW1teiital Science Savic::ft Administration 
... itilrw Administflition 
NWonaIIIuf .... of St_ 

OEFEI'ISE. DEPARTMENT OF 

ear.. of E:>gi..-. ICivil Functionsl 
~ CommunQtions~ 

0.-. Supply ~ 
N.y. o-m-t of 1M 

DISTRICT OF COLUMBIA GOVERNMENT 

EXECUTIVE OFFICE OF THE PRESIDENT 
...... of 1M 8udget 
[_.oile Opponunity. Offic:,o of 

EXI'ORr·IMl'ORT BANK OF THE UNITED STATES 

GENERAL SERVICES AOMINIS'TRA Tlo.~ 

HEAi.TH. E~UCATION. ANOWELFAAE. DEPARTMENT OF 
.... ,,.;0, .. Office of 
I-!8IIh s.ntice ___ Administntion 

""""'Inotl"'* 01 Hooltto 
!ociII_ R_lilation s.ntice 
!ociII Security Admin_ion 

n. 79. 181 
31.141 

34, 38.73 
4.6.35 

SII. 60. 61 

ea. 118. 119. 1:>4. 137. 138. 139. 140. 228. 
240 

ea.1I1. 130. 160. 161. 188. 195. 196. 197. ,. 
126. 185 
2. 3. 184 

245 
88.127. 217 

113.125.128.245 

71, 7a. 83. 85. 86. 90.103.104.114. 
115. 134. 144. 164. 174. 188. 189. 192.208. 
214.222.2:14.235.246.249.249.250.251. 

262. 253. 254. 255. 257. 258. 259 
72. 89. 91.102.115.131.143. 171.190. 

191.219.221.235.238.252.257 
22. 84. 91.102.115.132.133.172.208. 

219. 220.235. 238. 257 
120.241 

106 
114. 238 

01 . 102. 115.207.208.235.236.238. 258 

1113. 211.218 

130,214 
C, 13. 14. 15. It. 17.18.19.20. 

21.22 
1. 

N. 87. i~. 129.214.231.248. 247.264 

4. ell. 134. 152. 167. 173. 178.238 
13,27.28. 29. 30. 82. 116.225 

117 
ff1, 1:::;. 136. 153 

13 ••• 50. 61 
40. 41. 81. 2111 

.­.. 
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1 
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A._Y. 

HOUSING ANO URBAN DEVELOPMENT, DEPARTMENT OF 
Fedor., Housing AOnin'_on 

INTERIOR, DEPARTMENT OF THE 
eor .... m. Powc- Admin/_Ion 

, Ge,aiWielt ~_ .. of the Virgin blonds 

InSion Allan. ~ of 
Land Ma 9 'Ni'1. B..- 01 
R_Ion, Bur_ of 
licJ<!rt FioIwioo one! W-oId~I., Bur-. of 

JUSTICE. DEPARTM(;NT OF 

tAIlOR. DEPARTMENT OF 

NATIONAL AERONAUTICS AND SPACE AOMINIS"!'RA TlON 

NATIONAL FOUNDATION ON THE ARTS AND THE HUMANITIES 

ru.TIONAL MEDIATIO:\! BOARD 

NATIONAL SCIENCE FOUNDATION 

POST OFFICE DEPARTMENT 

RAILROAD RETIREMENT BOARD 

SIoIAU BUSINESS AOMINISTRA TION 

STATE. DEPARTMENT OF 

~ far ...... ,wtioa .. D •• clop"". 

TRANSPORTATION. DEPARTMENT OF 
,....... Awietion Adi ........ ~. 

TREASURY. DEPARTMENT Of THE 
"-ROI_s.,,-~ 

? UNITEOSTATESINFORMATlOIUGENCY 

" .' 
\'£TERANS ADMINISTRATION 

: 

, 

3II,53,54, 5~,56 

42. 43, 44, 45, CS, 47, 48, 242 

180 
106 
1Ir. · 

154,22e,237 
80 

' 33,87.92,93, 106,107 
32 

156.151.156.158. 213,227 

1.4, 8.7, e. 9. 10. 11,62. 
63, 68,68,1 21 ,190. 200. 201,204 

iIIS.9I. 99.'00.1"' . 134.186,187, 
m.m 

203. 205, 208 

134. 142. 170 

94.106.108.110.182,209 

62.68,81 

4.12, 37, 38 

11.82.83.150.151,173,174.175. 176. 
. In. 195. 215, 223 -_.1Q, 73. 74, 78. 80,147,148, 165, 

0179 
75.1CS 

23. 96. 1l1li. 194. 220, 230. 243, 241, 256, 
. 2110 

- .'".' 

24.25.21.162 
183. 183 

. 244 

17. iii, 122. 123 

'41. 1 •• 210.224 ' 

114. 86. "'''.111,112. 124, 202 

.;., ",:~." . , ,', 
.' " .. ;~ -" . 

, 111 

10. 1.10. 212 
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INIIEX BY FUNCTIONA'. CLASSlFICAnON OF THE f EDERAL Bv~:;cT 
.; • 

~ J.._ • ' : .. 
059 NATIONAL DEFENSE: 

.'b51 Oefen __ Mil 't~ 

~ 

• , ~ .. ,c' 

.::1 Uili1ly • ~ICI • 
A!omic_ 

~ • 05t Oef~ted Ktivities 

• • 
150 INTERNATIONAL AFFAIRS AND FINANCE: 

151 Conduct of foteign .ffairs ~ .. . ~ • 152 economic ~ FiMnCial assistance . , .. • 
'\l Fore9"e i',~.on and exchange Kttvlt!es • 

• 154 Food for jreo<:om •• • • • 
250 SPACE ItESEARCH AND TECHNOlO(' Y:· , t# 

:151 $poot .-.:h oro! technology 

t ., . 
~ ~"ICUr.TURE AND AGRIC4LTURAL RESOURCES: 

3S Farm income stIIbilization. .. 

" 

352 Finoncinv -"9.nd ....... housi"9 
~ R_ ond ot'ler .CuJturoI .... _ 

• ~ 

400 NATUjlAl RESOURCES: .. 

""'---W­_ Lond.-. 

4CM Fill> ond watllife ,-....".. 

500 COMMERCE ANO TRANSPORTATION: 
101 Ai: ~ion 
SQZ4""""'i.llitJlllJit.tion 
~ Ground hi 0 "tatkw1 
~ 1'ostoI_ 
101 Ad ...... ,.,t of business 
fi01 An .. ....t rqionaI d .... te ....... t 

• 

IiIiO COMMUNITY DEVELOPMENT ANO HOUSING: 
,151 rot4'*'I1'- c:omrnunity ct..:e1cp ••• 1 
I55Z ' eor-.n;", -wom..t 

, !i53 O:Inwnunity focilitiel 
_ Lawond..-... _ housing.ido 

. t",' 
. .-;, ~ 

.. , .. , ~ .~, _ .... - .~,- I · • - .. ~'_ 

." .. ... -'... .......... _ ;.:J 

71,72,83, 84, as, 89, so, 81 , 102. 
103. 104, lOS. 114, liS. 130. 131. 132, 133, 
1)1\.143.16(, 171.172. ISS. 189. 190. 191. 
197,207.209.219,220,221.222.234.235. 
235.238,248,249.250. 2S1 . 252. 253. 255. 

257. 258, 259 
144. 174 

118,119. 134. 137. 138. 1:!G. 1~. 228 •• 40 
1If. 214. 254 

82.150. l SI. 173. 174. 176. In. 195.215, 
22Z 

68.70.73.74.75.76. 148. 147. 148 • 
141. 165. 179 

~ 

146. 168. 175.224 
Ti.7t 

88.~. 100. 101. 134. 186. 187.232.233 

34.38 
3Ii 

31.141.181 

',' 

33.67.92.93. lOE. 107. 120. 241 
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~ 
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I 
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j 
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4 
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r.II.:o. ~ ':' .,l '~""" .', 
23 ••• 1611. 11M. 230, 243. 2511. 2110 

.. 127. 183. 193.210. 2T7 
, 24. 25. 211. 162. 229 

84, 108.168. 110.182.209 
12. 37. 38. 113. 125. 128. 185, 245 

C', 2. 3. lSol, 114. 226.237 

" ';\."' . "'~~ 6r : 
c:z. 43. 44. 46. 48. 47.48. 242 
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Fe ILl 

800 EDUCATION AND MANPOWER: 
Il101 EI."."toI. and 00CXJn<IMy Dation 
Il102 Higher ecIucotion 
_ ~1raining 

Il106 Science education and INsic ~ 
1lIOII Ott. education and mancx-:- aid. 

8IiO HEALTH ': • .';0 WELFARE: 
851 _ 

1152 Income -..rity payments 
tIIi3 SodoI end individual..".,., 

1IlOO VETERANS BENEFITS AND SERVICES: 
Il101 V __ ....-co-npensll'ion 
802 V __ non ___ ice-<:onnect-.AI penslons 

803 V __ ,_~t bonefiu 
804 V __ hoopitals and medicol core 
Il106 0Ih0r __ benofits end ..",iceo 

1160 INTEREST: 
852 1_ on refu_ of .-ipU 

IlOO GENERAL GOVERNMENT: 
r 804 CenttaI Ii .... ~tiona 

"'" /~QOI5 General ~ and ,<cords ""nogement 
808 Can.m pononnoI "'"_,_ 

'If.i... ";-": .1 
3:··~!~ ,: .. _, . 
. :'--"'- - . , 

808 a-.,b .. n.", end justict 

IIOIl - Capital "'Ilion 
810 Od'w.,.,.... go ••• Wi.ht 

'.,; .. 

I .... 

13.14.15.17.20. 21.29.225 
27. 28. 30.116 

B.9. 10. 11 . lB. 19. n. 62 
134. ,142.170 

29.63.66.121 . 203.204.205. 206 

¢C. (I.B7. 117. '34. 135. 130. 153.216 
62. 68. e!. 161. ,195. 196.197. 198 

4~.50.51. 152. 167. 178.239 

68. Bl 
68 
84 

111.112.174 
65.202 

57, 58 

122.123. ,144 
96.97. 129. 231.246.247 

1,68. 160.199. 200.201 
156.157. 158. IS9. 21~.227 

163. 211.2'8 
155, ,<ill ' 
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